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BANK HELD LIABLE CERTIFICATES DEPOSIT 


Questions whether certificates deposit were negotiable and 
whether purchaser them was holder due course and could en- 
them against the issuing bank were passed upon the case 
Security State Bank Trust Co. Merchant’s Farmers’ State Bank, 
275 Rep. 721, recently decided the Court Civil Appeals 
Texas. 

was held that the certificates question were negotiable, that the 
trust company who purchased them was holder due course and that 
the issuing bank was liable, notwithstanding the fact that the deposit 
represented the certificates was received upon certain conditions 
which will referred later. 

The case shows that where bank issues certificates deposit, im- 
posing certain restrictions upon the depositor, would well make 
the certificates non-negotiable, that they could not thereafter en- 
forced holder due course the bank’s detriment. 

appeared that certain individuals, members partnership 
association, known the Planters’ Bonded Warehouse Co., came 
Elgin, Tex., and secured promissory notes from number individuals 
and business concerns for subscriptions stock corporation 
thereafter organized. The corporation was build and operate cot- 
ton warehouse the town Elgin. was agreed that the notes and 
the proceeds thereof were remain deposit the defendant Mer- 
chants’ Farmers’ Bank until the corporation was actually organized, 
stock issued and cotton warehouse built, according plans and 
specifications exhibited and agreed upon. The funds ‘‘were with- 
drawn from the bank for other purpose than for the construction 
such warehouse and were remain the bank until such warehouse 
shall have been constructed.’’ 

The defendant bank received the notes and credited the Planters’ 
Bonded Warehouse Co. with the amount the proceeds and issued non- 
interest bearing certificates deposit for the various amounts deposited. 

The certificates, which aggregated $3,900, were all the following 
form: 

901 
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$600.00. 
Texas, April 15, 1921. 
Certifies that Planters’ Bonded Warehouse Co. has deposited 
with Merchants’ Farmers’ State Bank Guaranty Fund Bank exactly 
six hundred dollars—exactly exactly exactly—dollars payable the 
order themselves months after date with interest the rate 
none per cent. per annum from date maturity return this cer- 
properly indorsed. Earl Strauss, Cashier. 
Interest After 


Within few days after their issuance, the certificates, which were 
payable six seven months, were transferred the plaintiff trust 
company discount 103 per cent. 

presentment, the defendant bank refused pay the certificates 
and the trust company brought this suit. way defense alleged 
that the certificates were non-negotiable, that the trust company was not 
holder due course and said corporation never organized, and said 
stock never issued, and that the whole project, far concerned 
said Planters’ Bonded Warehouse Co., the agents, representatives, and 
trustees thereof, was simply defraud the said subscribers out their 
money, with intention carrying out performing any the 
promises agreements made obtain said money notes. 

behalf the defendant bank, was first contended that the 


clause the certificates making them payable ‘‘on return this cer- 
properly indorsed’’ made them non-negotiable under the pro- 
vision the Negotiable Instruments Law which declares that instru- 
ment ‘‘payable upon not negotiable. 

holding that the certificates were negotiable notwithstanding this 
clause, the court said: 


the law merchant, independently the Uniform Negotiable 
Instruments Act, was generally held that instrument otherwise ne- 
gotiable was rendered non-negotiable being payable only upon some 
contingency which might might not happen; but the great weight 
authority held that the provision that payment should made 
upon return the instrument properly indorsed does not constitute 
such contingency, and therefore does not render the instrument non- 
negotiable. There some authority the 


was therefore held that the fact that the certificates bore in- 
terest, did not destroy their negotiability, the court expressing itself 
this point follows: 


common practice for certificates this character made 
non-interest bearing, and their issuance this form not, far 
have been able find, held constitute them non-negotiable. Promis- 
sory notes for bank loans very often have the interest added the 
principal and not provide for interest prior maturity. 


he 
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matter common knowledge that rule bank deposits not bear 
interest, and when agreements that effect are made the rate usually 
very low. would reasonable explanation for drawing certificates 
this form that interest which the bank had agreed pay, any, was 
added the amount deposit. any rate, the parties had right 
enter into the transaction represented the recitals the cer- 
and there nothing unusual out the ordinary these 
recitals require inquiry excite suspicion. Nor any significance 
attached the provision that the certificates should bear in- 
terest after maturity. They were payable maturity, and, pre- 
sented that time and payment was refused, the holder would en- 
titled legal interest from the date presentment. they were not 
presented, the holder would better position than they had 
been presented and paid and the amount the form gen- 
eral deposit the credit the 


was then contended that the plaintiff trust company was charged 
with inquiry because had knowledge the business which the ware- 
house company was engaged and knew that the certificates represented 
funds the from subscribers for the purpose 
erecting the warehouse. The contention was the effect that the trust 
not having made inquiry the under which 
the were issued, was not holder due course and could not 
‘‘This contention,’’ said the ‘‘is wholly without merit. 
were sustained, would practically destroy the negotiability 
all instruments where the indorsee had knowledge that the maker was 
engaged some character business which might render necessary 
the assumption obligations with reference the funds his hands. 
There evidence whatever that appellant had any knowledge the 
the fund which formed the consideration for the certificates. 
There was nothing the certificates indicate such source. The re- 
citals therein were that the amount stated had been deposited the 
warehouse company. The natural inference drawn from the cer- 
with reference the fund that, being deposited the ware- 
house company, was its property. The issuance cer- 
deposit would indicate that, far the issuing bank had 
knowledge was concerned, this ownership was absolute and 
ditional.’’ 

Neither was the trust company put upon notice the fact that the 
tention, the court said: 


purchase was made appellant shortly after the certificates 
were issued, and they were not collectible until seven months after date. 
They were, therefore, not worth full face value the time they were 
negotiated, however solvent the issuing bank might have been. And 
aside from this, they were secured only the solvency the issuing 
bank, and there always some risk attached the acquisition bank 
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paper, especially that institutions small cities. order for the dis- 
count which commercial paper offered excite suspicion and re- 
quire inquiry the part the purchaser, the rate discount must 
great impel the inference that the negotiation fraudulent 
some way illegal 


this case the certificates had been marked ‘‘subject con- 
ditions deposit’’ ‘‘non-negotiable’’ the words ‘‘to the order 
of’’ had been stricken out, they would have been non-negotiable and the 
plaintiff trust company would not have been position enforce 
them. all probability, they had been marked, the plaintiff trust 
would never have bought them. 


OFFICERS CORPORATION PERSONALLY LIABLE NOTE 

obligation the corporation, can sign such way become per- 
sonally liable. the other hand, they can sign the note such form 
that will bind the corporation alone. Ordinarily, the note signed 
Company B., President,’’ will bind only the corporation and 
the president cannot held personally liable. 

many instances notes this character are signed such form 
that tell just what the intention the parties was 
who should the responsible party parties. When the intention 
the parties cannot clearly determined from the form the note, 
there conflict whether the intention the parties can shown 
parole evidence. 

recent decision the Supreme Court Idaho, Taylor 
Fluharty, 239 Pac. Rep. 1049, was held that parole evidence ad- 
missible such The plaintiff brought action upon the note 
here involved against the defendants, who were officers the Smith 
Manufacturing Irrigating Co., makers. From the plaintiff’s testi- 
mony, appeared that the corporation was building water wheel 
the plaintiff’s foundry and was indebted him for materials and serv- 
ices. The defendant officers were anxious finish the wheel and the 
plaintiff told Smith, president the corporation, that the work could 
ahead the officers and directors would give him their individual 
note for the amount due. prepared the note and gave Smith for 
the purpose having signed the officers and directors. 

When Smith brought the note back with the signatures thereon, cer- 
tain additions had been made. The name ‘‘Smith Manufacturing 
Irrigating Co.’’ was stamped the top the note with rubber stamp. 
The corporate seal had been affixed the lower left hand corner, and 
the titles, President, Vice-President, Treasurer, Secretary and 


q 
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tors had been written with typewriter following the names the 
signers. Smith stated that the additions meant nothing, that was 
individual note and that ‘‘we’’ all understand that way. 

the other hand, the defendants testified that the note was executed 
them obligation the corporation and that they intended 
bind the corporation only and not make themselves personally liable. 

the appeal, Smith, the president the corporation being the 
only appellant, was held that the evidence was sufficient authorize 
verdict favor the plaintiff holding the defendants personally liable 
the note. affirming the judgment the lower court, the appellate 
court said: 


principal contention appellant (defendant Smith) that 
the court erred permitting respondent (plaintiff) testify his 
conversation with Smith the time Smith delivered the note him. 
Smith was one the signers the note. Appellant and his co-signers 
testified that Smith brought the note them for their signatures. They 
signed the note and returned him, for the purpose having him 
deliver respondent. There was evidence that, securing the 
execution and delivery the note, Smith was acting the agent 
appellant and the other signers. The signers knew the corporation was 
indebted respondent, and that the note was executed and delivered 
for the purpose discharging that indebtedness. The note prepared 
respondent was clearly individual distinguished from corpora- 
tion note. The stamp and seal the corporation and the designation 
the corporate office held each the signers were added the note. 
its changed appearance, the note was thought appellant and other 
signers the note the corporation, and was given Smith de- 
liver respondent. 

such circumstances, can reasonably supposed that was 
not anticipated that Taylor (the plaintiff) would inquire about the 
the note and their meaning and effect? think not. And 
while may not, the absence evidence, presume that the makers 
desired, intended, instructed Smith attempt deceive respondent, 
would seem reasonable presume, view all the 
that Smith had apparent authority changes the 
note; and would unreasonable suppose that, desiring that re- 
spondent accept the changed note, the makers restricted the power the 
person whom they had intrusted the negotiations that led the giving 
note and its final delivery that mere messenger, that 
did not have authority explain the changes made them. are 
the opinion that the explanation made Smith the effect 
the stamp, seal and additional words was within the apparent scope 
his authority. The conversation testified respondent, connec- 
tion with the delivery the note, was therefore admissible evidence. 
Jones Evidence (2d Ed.) par. 356; 855, par. 541; 
508, par. 49. 

ascertainment the intention the parties the note, the 
payee and the makers, was required determine whether the note was 
that the corporation the individuals who signed it. The inten- 
tion the parties was the fact which the decision depended. 


q 

4 

q 
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Such fact could ascertained from the note and from what the parties 
disclosed each other when the note was delivered. The conversation 
between respondent and Smith, when the note was delivered, was part 
the transaction itself. The note prepared respondent, and de- 
livered Smith for the signature appellant and his co-signers, was 
individual note. The additions subsequently placed thereon 
made the note ambiguous. Whether was corporate individual de- 
pended the disclosed intention with which was delivered. The 
statements made Smith when the note was delivered tended show 
the intentions the parties. was part the transaction, cir- 
cumstance connection with the delivery the note. The conversa- 
tion between respondent and Smith, like the note, was original evidence 
and not 


NOTICE PROTEST AFTER INDORSER’S DEATH 

Notice protest sent the residence indorser after his death 
valid and charges the indorser with liability where appears that 
the notary protesting the paper was not aware the fact that the in- 
dorser had died, even though such knowledge was had the cashier 
the bank holding the paper. was held the First National 
Bank Belmar Carpenter, 130 Atl. Rep. 435, recently decided the 
Cireuit Court New Jersey. 


The action was brought two promissory notes signed 
Carpenter, maker, and indorsed James Barnett. Prior the 
maturity the notes, the indorser died and his wife qualified his 
executrix. The notary, ignorance the death the indorser, sent 
the notice protest his residence. was held, stated, that the 
notices were sufficient charge the indorser with liability. 

The following paragraphs are quoted from the court’s opinion: 


‘‘The administrator pendente lite James Barnett denies lia- 
bility the estate his decedent the two notes, for the reason that 
notice their protest was not mailed the personal representative 
the indorser. relies upon the provisions section our Ne- 
gotiable Instruments Act. Comp. Stat. 1910, 3746. That section 
reads follows: 

“When any party dead, and his death known the party giv- 
ing notice, the notice must given personal representative, there 
one, and with reasonable diligence, can found; there 
personal representative, notice may sent the last residence last 
place business the deceased.’ 

the protest the notes suit was not given the per- 
sonal representatives the deceased indorser, Barnett. 

notary, who was the assistant cashier the Belmar bank, testi- 
fied that did not know the death Barnett when mailed the 
notices protest; that inquired the cashier the bank and was 
informed him that Barnett’s address was Lincoln Park, Newark, 
J., and that mailed the notices that address. 
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‘‘The cashier testified that had read newspaper report 
the death Barnett before the notices the protest were mailed. That 
fact was not brought the knowledge the notary. 

these facts find that, the giving the notices the 
protest, there was compliance with the requirement section 
the Negotiable Instruments Act. 

reasonable diligence required that section that upon 
the part the notary giving the notice, and upon that the holder the 


RIGHTS PURCHASER TRADE ACCEPTANCES DE- 
TACHED FROM CONTRACT 


The question whether the purchaser trade acceptances was put 
upon notice the fact that the acceptances indicated that they had been 
detached torn from another paper was presented recent Missis- 
sippi decision, Crane Guaranty Finance Corp., 105 So. Rep. 485. 
appeared that the plaintiff signed contract for the purchase goods 
from phonograph company and three trade acceptances, maturing 
thirty days apart, all which were printed written single sheet 
paper. There were perforations between the contract and the 
trade acceptances. Prior the maturity the acceptances, the phono- 
graph company detached the trade acceptances from the contract and 
transferred them the plaintiff for value. 

was held that the plaintiff was not put upon notice charged 
with the duty making any inquiry because the fact that the ac- 
ceptances appeared from their margins have been clipped from an- 
other paper. The fact that the acceptances were due thirty days apart 
was itself indication that the parties intended them separated 
order that they might collected through the ordinary channels. 
the opinion, the court wrote part follows: 


parties could not reason have intended that the acceptances 
and the contract which they were attached should continue that 
form. they had continued their original form, whenever one the 
acceptances fell due all them, including the contract which they 
were attached, would have been required forwarded through the 
usual channels for collection only one. was held Conqueror 
Trust Co. Simmon, 252, 162 1098, that where negotiable 
promissory notes were attached contract perforations for the 
purpose being detached was not material alteration detach 
such notes. And was held Pratt Rounds, 160 Ky. 358, 169 
848, that knowledge holder negotiable instrument due course 
that the payee had detached the note from contract and that the con- 
tract authorized the payee this did not effect the purchaser even 

knowledge fraud practiced the payee when the note was 
given. These cases, true, are not exactly point their facts; they 


| 
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are referred examples how jealously the rights holder due 
course negotiable instrument are protected. 

(defendant) cites Bigelow Bills and Notes (2d Ed.) 
221, the effect that marginal terms, conditions, and stipulations which 
are intended part the contract are treated inseparable 
from the writing which the signature given, and that there 
distinction between the alteration the body the instrument and 
detaching therefrom marginal agreements. And Joyce, Defenses 
Commercial Paper, page 341, referred to, wherein stated that 
where written agreement, modifying the terms accepted bill 
exchange has been unlawfully detached, innocent holder bill 
due course may recover ‘‘according the import the entire con- 
tract. 

not think the principles declared those authorities are 
controlling under the facts this case. The contract question can- 
not said have been marginal term, condition, stipulation in- 
tended part the acceptances. And cannot said that the 
contract was unlawfully detached from the acceptances. the con- 
trary, have stated, looking the transaction from its four cor- 
ners, can mean nothing else than that appellant and Lawrence Phono- 
graph Corp. contemplated and intended that whenever became neces- 
sary the ordinary channels trade detach the contract from the 
acceptances that should done and the acceptances stand alone the 
provisions their face. 

between the contract and the acceptances were not 
necessary. Each was complete within itself. There was reference 
whatever the acceptances the contract. And furthermore, appellee, 
executing the contract and acceptances that form, put the 
power Lawrence Phonograph Corp. exactly what did, namely, 
detach the acceptances and negotiate them bona fide holder for 
value before maturity. Which under the circumstanees should suffer 
loss, the former the latter? think the 


BANK DIRECTORS ACTING GOOD FAITH NOT LIABLE FOR 
BANK’S LOSSES 

That the directors bank cannot held liable stockholders for 
mismanagement the bank’s affairs when they have not been guilty 
bad faith and have not failed exercise the management the bank’s 
affairs such care business men reasonable prudence would have 
exercised under the same circumstances the holding Muller 
Planters’ Bank Trust Co., 275 Rep. 750, recent decision the 
Supreme Court Arkansas. 

The action was brought stockholders the Planters’ Bank, 
defunct corporation, against the the bank recover 
account their alleged negligence the management the affairs 
the bank. appeared that the bank had suffered heavy losses. 
small-part the loss was due defaleations the part the cashier. 
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Some the loss resulted from the exercise poor judgment the 
making certain loans, but the aggregate amount these loans was 
not sufficient have caused the bank’s failure. The greater part the 
loss was upon loans adequately secured when they were made, and the 
loss was caused general depreciation property values. 

There was evidence unfairness willful misconduct the 
part any the directors the bank. the other hand, there was 
evidence that the directors gave personal attention the affairs the 
bank, supervised the transactions conducted the cashier, and that the 
directors were not derelict their duty. also appeared that when 
the cashier’s defalcations were discovered the directors acted pre- 
vent further defalcations, and that the directors were not negligent 
failing make earlier discovery the cashier’s shortage. 

The court held that the evidence was insufficient establish lia- 
bility the part the directors and, therefore, the plaintiffs were not 
entitled recover. affirming decree for the defendants the court 
said 

substance, therefore, the test laid down that the 
responsibility directors stockholders well creditors good 
faith and diligence, The mere exercise poor judgment not sufficient 
form basis liability, for when directors are selected the stock- 
holders the latter assume the risk losses account mere 
defects judgment, and the office the director 
merely assumes the obligation manage the affairs the institution 
with diligence and good faith. Applying this test the case hand, 
are the opinion that the evidence not sufficient make out 
liability the part the directors. There bad faith shown, nor 
there preponderance the evidence showing failure exercise 


ordinary care such busines men reasonable prudence would have 
exercised under the same 


BILLS AND NOTES FOR LESS THAN ONE DOLLAR 


From time time, have received inquiries whether there 
any statute, Federal state, under which unlawful issue 
check, promissory note other negotiable instrument for sum less than 
one dollar. each instance have had say that there was not, 
our knowledge, any such statute force the time. 

appears, however, that there such statute the State South 
Carolina, 3649-7 the Civil Code South Carolina, 1922. 

The statute provides that bills promissory notes for less than one 
dollar shall void. addition provides that any person who gives 
such bill note can indicted and upon conviction subject 
fine not exceeding $10. 

The compilation which this statute found does not give the 
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date its enactment but probably not very recent origin. 
cannot imagine the exact purpose this legislation and doubtful 
whether there have been any recent prosecutions under it. The statute 
reads follows: 


3649-7. Notes ete. for less than one dollar void—Penalty for 
issuing. All bills, promissory notes, payable order bearer, which 
issued any individual company, body corporate, within 
this State, for any sum sums under one dollar, shall void; and any 
person persons who shall pass attempt pass, receive any such 
bill payment shall liable indicted therefor and conviction 
thereof shall fined not exceeding ten dollars.’’ 


UNITED STATES GOLD CERTIFICATES ARE LEGAL TENDER 

the November, 1925, issue the Banking Law Journal, state- 
ment was made the effect that ‘‘gold certificates, silver certificates and 
national bank notes well Federal Reserve Bank notes are not legal 
tender 

This statement incorrect far gold certificates are con- 
Gold certificates. were made legal tender the Act Con- 
gress December 24, 1919, which provides follows: ‘‘Gold cer- 
tificates the United States payable bearer demand shall and 
are hereby made legal tender payment all debts and dues, public 
and private.’’ 


The Law Bank Checks 
Forged Checks 


Consideration the Decisions Defining the Rights and Liabilities the Bank, 
Its Depositors and Other Parties Connection with Forged Checks 


JOHN EDSON BRADY 


NOTE. This the thirteenth series articles dealing with 
the Law Bank Checks. Subsequent articles will take Present- 
ment, Protest, Collection, Clearing Houses and other phases this 
branch the law. 

Each article will made complete possible and will 
undertake refer every decision the American Courts deal- 
ing with the subject under discussion. 


77. Liability depositor where bank pays check bearing forgery 
his signature. 


78. Where relationship banker and depositor does not exist. 

§79. Effect depositor’s negligence. 

Bank not allowed recover money paid forged signature. 
81. Indorsement does not warrant genuineness signature drawee. 
82. Right drawee follow proceeds forged check. 


83. Right drawee recover money paid forged signature under 
statute. 


77. Liability depositor where bank pays check bearing forgery 
his signature. 

The law imposes upon bank the duty knowing the signatures 
its depositors. presumed that bank knows the signature each 
one its depositors. One result this legal presumption that, where 
drawee bank pays check, which the drawer’s signature 
forgery, cannot, the absence negligence fraud the part 
the depositor, charge the amount the check against the depositor’s 
account.? 

There another ground, upon which this liability the part 


Alabama. McCarty First National Bank Birmingham, Ala., 
Rep. 754; First National Bank Allen, 100 Ala. 476, So. Rep. 335. 

Arkansas. Robinson Security Bank, Ark., 216 Rep. 717. 

Georgia. Georgia Railroad Banking Co. Love Good-Will Soc., 
293, Rep. 616. 

Indiana. Second National Bank Gibboney, Ind., Rep. 1004. 

Iowa. First National Bank Marshalltown Bank, 107 Ia. 327, 
Rep. 1045. 

Maine. Neal Coburn, Me. 139, Atl. Rep. 348. 

Maryland. Hardy Chesapeake Bank, Md. 562. 


| 
So. 
| 
Ga. 


912 THE BANKING LAW JOURNAL 


drawee bank its depositors may placed. The legal relation between 
bank and depositor, who has ordinary checking account, that 
debtor and creditor. When money deposited such account 
becomes the property the bank and the bank becomes indebted the 
depositor the extent the deposit. The situation the bank, how- 
ever, differs from that the ordinary debtor that the bank bound 
honor the depositor’s checks, properly drawn against sufficient funds 
duly presented. There implied agreement upon the part 
the bank that will pay out the funds the depositor only upon order 
from the depositor that effect. follows, then, that the bank pays 
out funds upon instrument purporting the check its de- 
positor, the signature upon which turns out forgery, right 
exists the bank charge the amount the item against the account 
the depositor, since the payment was wholly without any authority 
from 

express differently, bank which has paid forged check will 
not permitted cast upon its depositor, whose check purports 
be, the burden recovering the money from the person whom the 
payment was made. must, itself, make good the depositor the 
amount which claims have paid out his 

bank liable, irrespective its good faith, paying forged 
check. cannot, for instance, rely the statement the person pre- 
senting check, that had authority sign the depositor’s name 
thereto; where pays check under such circumstances and after- 
wards found that the check forgery, because signed without proper 
authority, the bank must make restitution the And 


Massachusetts. Grow Prudential Trust Co., Mass., 144 Rep. 93; 
Mackintosh Eliot National Bank, 123 Mass. 393. 

New Jersey. Harter Mechanics’ National Bank, Law 578, Atl. 
Rep. 715. 

New York. Credit Alliance Corporation Sheridan Theater Co., 206 
Supp. 389; Stumpp Farmers’ Loan Trust Co., 178 Supp. 811; Leff 
Security Bank, 157 Supp. 92; Leavitt Stanton, Lalor’s Supplement 
Y.) 413. 

North Carolina. Yarborough Banking Loan Trust Co., 142 377, 

Oklahoma. Maurmair National Bank Commerce, Okla., 165 Rep. 413. 

Pennsylvania. Pure Oil Pipe Line Co. Columbia National Bank, Pa., 119 
Atl. Rep. 607; Robb Pennsylvania Co., 186 Pa. St. 456, Atl. Rep. 969. 

Washington. First National Bank Seattle, Wash., 174 Pac. 
Rep. 475. 


Denbeigh First National Bank Seattle, Wash., 174 Pac. Rep. 475. 


Rep. 296. 

Georgia Railroad Banking Co. Good-Will Soc., Ga. 293, 

The fact that man has represented his mother-in-law “looking after mat- 
for her and has frequently her her bank cannot relied 
the bank authority sign checks against her account. Bruce Brown, 
Ga., 129 Rep. 118. 
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makes difference how cleverly the forgery done, nor under what 
circumstances caution and good faith the payment was made. The 
forgery may near like the genuine defy detection the de- 
positor himself, and yet the bank liable the depositor pays 
the check.5 

There have been number cases which bank has been held 
liable its depositor paying checks, the signatures which were 
forged trusted employee the depositor. employee, other 
agent, may, course, authorized the depositor draw checks 
against the depositor’s account. Where such authority granted and 
limited extent the bank bound its peril see that the 
limitations are observed. the bank permits the agent draw 
excess his authority will held responsible the 

drawee bank was held liable even case where partner 
the depositor forged check against the partner’s individual bank ac- 
And case where three persons, who were not partners, de- 
posited money bank and the bank paid checks which the signature 
one the parties was genuine and the signatures the other two 


were forged the bank was held liable those whose signatures were 


Where relationship banker and depositor does not exist. 


The rule, under which bank liable its depositor for the amount 
paid check bearing forgery his signature, does not apply with 
the same force case where the relationship banker and depositor 
does not exist between the parties, that when the deposit something 
other than the ordinary checking account. such the bank 
not bound its peril ascertain whether check paid bears 
genuine signature but required only exercise ordinary care and 
act good faith. Thus, case, where, without consideration, bank 
received from money lender sum delivered one his.cus- 
tomers check drawn such customer, and the bank paid the 


Hardy Chesapeake Bank, Md. 562, where the court said: “There 
question trust, therefore, between the parties, but their relation purely 
legal one; and the bank pays money forged check, matter under 
what circumstances caution, however honest the belief its genuineness, 
the depositor himself free blame, and has done nothing mislead the bank, 
all the loss must borne the bank, for acts its peril, and pays out its 
own funds and not those the depositor. view this relation the 
parties and their rights and obligations, that the principle usually main- 
tained, that banks and bankers are bound know the signatures their deposi- 
tors, and that they pay checks purporting drawn them their peril.” 


First National Bank Philadelphia Farrell, 272 Fed. Rep. 371. 
Robinson Security Bank, Ark., 216 Rep. 717. 
Innes Stephenson, Moody (Eng.) 145, 


913. 


4 
q 
it 
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money check received due course business, the time and 
under the circumstances previously agreed upon, was held that the fact 
that the check was forgery did not render the bank liable for the 
amount. Under the circumstances the bank was acting bailee with- 
out hire and could held liable only for failure exercise good faith 
and ordinary diligence.® 

And, where person deposited money the names himself and 
another, drawn checks signed both, and the bank honored 
checks drawn the depositor, which forged the other party’s 
signature, the bank was held not liable such other party for the reason 
that the deposit created right his favor and did not make him 

The two decisions just referred may distinguished from one 
wherein the owner land deposited deed with bank, with instruc- 
tions deliver the deed the grantee, collect the purchase price and 
place the credit the owner. this case was held that the de- 
posit was general one, creating the relationship banker and de- 
positor, and that the bank was liable the owner where subsequently 
paid out the money forged 

another instance, appeared that the plaintiff company arranged 
with the defendant bank cash all checks drawn its manager the 
point where the bank was located. The company kept deposit with 
the bank but paid cents each $100 for the service. the close 
banking hours each day, the bank forwarded the company’s bank 
the checks which had cashed with draft for the entire amount at- 
tached. The company’s bank then charged the amount against the com- 
pany’s account and delivered the draft and checks the company. 
was discovered that some the checks paid this manner were forged. 
was held that the relation between the parties was that banker and 
depositor and that the defendant bank was liable the plaintiff com- 
pany for the amount the forged 


79. Effect depositor’s negligence. 


Primarily bank may pay and charge its depositors only such 
sums are duly authorized the latter, and course, forged check 
not authority for any payment. is, however, permitted bank 
escape liability for repayment amounts paid out forged checks 
establishing that the depositor has been guilty negligence which 


Peoples’ Nat. Bank Wheeler, Okla. 387, Pac. Rep. 619. 
Martin First National Bank, Mo., 227 Rep. 656. 
Young Bundy, Tex., 158 Rep. 566. 

East St. Louis Cotton Oil Co. Bank Steele, Mo., 205 ‘Rep. 96. 
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contributed the payments and that has been free from any 

where husband permitted his wife sign his name 
checks and then, learning that she had signed his name certain cases 
without his authority, indulged criticism his wife, but did not 
notify the bank, was held that the bank was not liable him for the 

The law does not seem require depositor exercise any par- 
ticular care over his blank check forms and the mere fact that leaves 
his check book lying around does not constitute such negligence will 
free the bank from liability him, where clerk the depositor, taking 
advantage the opportunity, abstracts one the check blanks, forges 
the depositor’s signature and collects the check from the 

Nor depositor under any duty notify his bank upon discover- 
ing that blank check forms are missing from his check book, although 
the giving such notice would natural and prudent thing do, 
especially where the checks bear the name the depositor and are 
consecutively numbered frequently the And the mere 
possession depositor rubber stamp, which will make facsimile 
his signature, will not absolve the bank from liability for the amount 
paid checks, forged one unlawfully obtained possession 
the stamp and made use forging the depositor’s signature, 
least where appears that the depositor used reasonable care keep 
the stamp out improper hands, where the stamp was kept safe 
when not 


Rep. 871. 

“The reason this rule that the depositor owes some duty such the 
bank. his laches negligence the cause the bank paying check) 
out his account which would not have paid had been possession the 
facts known him and which negligently omitted put possession, 
the loss then must fall upon the depositor.” Neal First National Bank, Ind. 
App. 503, Rep. 164. 

Neal First Nat. Bank, Ind. App. 503, Rep. 164. 


15. Mackintosh Eliot National Bank, 123 Mass. 393; The court here said: 
“The plaintiff cannot bound his clerk’s unauthorized and criminal acts, 
upon any ground that would not make every merchant, who keeps his desk 
his counting room for his own use check book containing blank forms stamped 
engraved with his name, and who sometimes directs his clerk fill them 
for himself sign, responsible for any number and amount such checks 
which the clerk may forge the signature his employer.” 

See also East St. Louis Cotton Oil Co. Bank Steele, Mo., 205 
ep. 96. 

16. Leff Security Bank, 157 Supp. 92; Leavitt Stanton, Lalor’s 
Supp. (N. Y.) 413; Pure Oil Pipe Line Co. Columbia National Bank, Pa., 119 
Atl. Rep. 607. See also Grow Prudential Trust Co., Mass., 144 Rep. 93: 

Pennsylvania Co., 186 Pa. St. 456, Atl. Rep. 969, affirming 
Pa. Super. Ct. 254, where the court said: “It not unlawful for man have 
rubber stamp which facsimile his written signature may affixed 
without that depositor will not possess nor use such stamp for any 
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jar 


§80. Bank not allowed recover money paid forged signature, 


has been pointed out the preceding sections that bank which 
pays check, apparently drawn one its depositors, but 
fact forgery the drawer’s signature, may not, general rule, 
charge the amount the check against the depositor’s account but must, 
the first instance, bear the loss itself.1§ 

When such cheek has been paid question arises the right 
the bank recover back the money thus paid out, from the person 
whom the payment was made. the bank can reach the person 
whom the fraud was committed, one who received the mgney with 
knowledge such fraud, its right recover But the usual 
ease the payment made the drawee bank some other bank, 
some individual, who has knowledge the forgery and receives the 
payment entirely good faith. 

the weight authority this question drawee bank, having 
paid check bearing forgery the drawer’s signature, may not re- 
cover the money back from party who received payment the same 
good faith. While this rule represents the weight authority, ex- 
amination the decisions, passing upon this question, discloses that, 
the present time, the law unsettled condition and the right 
drawee bank recover such case depends largely upon the cir- 
cumstances involved and the jurisdiction which the question arises. 

When bank pays check bearing spurious signature, ap- 
parent that the payment made under mistake fact. And 
well settled rule law that money paid under mistake fact may 
recovered back, however negligent the party paying may have been, un- 
less the payment has caused such change the position the party 
receiving the payment, that would unjust require him refund. 
And the tendency the modern authorities extend rather than 

restrict the operation this rule. But this rule, like all rules law, 
has its exceptions. One prominent exception the rule under con- 
sideration has with the payment forged checks bills ex- 
More than one hundred and fifty years ago Lord Mansfield, 
the now famous Price decided that the rule would not 
work favor drawee who paid bill exchange, which the 
drawer’s signature was forgery, and that the drawee could not recover 
the money paid such bill from the innocent holder, whom the pay- 
ment had been made. ‘‘It was said Lord Mansfield, ‘‘upon 
18. See §77. 
19. right drawee bank follow money, paid forger, into hands 
third party, see 82, infra. 
Price Neal, Burr (Eng.) 1354, decided 1762. 
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the plaintiff satisfied that the bill drawn upon him was the 
drawer’s hand, before accepted paid it; but was not incumbent 
‘upon the the defendant inquire into it.’’ 

The courts this country have been following this decision, with 
more less consistency, ever since was handed down. Since that 
that has been repeatedly held the courts that, when the drawee 


check bill pays bona fide holder, cannot recover the money. 


back upon discovering the check bill forgery, case where 
the payment was made innocent 

this country the earliest published judicial decision upon this 
question appears. have been 1802. innocent holder check 


21. United States. Bank United States Bank Georgia, 
(10 Wheaton) 333; Levy Bank United States, Dallas (U. S.) 234; United 
States Chase National Bank, 241 Fed. Rep. 535. 

Alabama. Young Lehman, Ala. 519. 

California. Redington Woods, Cal. 406. 

First National Bank Marshalltown State Bank, 107 Ia. 327, 
Rep. 1045. 

Kentucky. Deposit Bank Georgetown Fayette Nat. Bank, Ky. 

Louisiana. Howard Bank, Ann. 727. 

Maine. Neal Coburn, Me. 139, Atl. Rep. 348. 

Maryland. Commercial Farmers’ Bank First Nat. Bank, Md. 11. 

Massachusetts.. Young Adams, Mass. 182; South Boston Trust Co. 
Levin, Mass., 143 Rep. 816; Dedham National Bank Everett National 
Bank, 177 Mass. 392, Rep. 62. 

Minnesota. Germania Bank Minn. 189, Rep. 327; 
Pennington County Bank First State Bank, 110 Minn. 263, 125 Rep. 119. 

Missouri. Nat. Bank Bank Commeree, 107 Mo. 402; 
Stout Benoist, Mo. 277; National Bank Rolla First Nat. Bank, 141 
Mo. App. 719, 125 Rep. 513; McKeen Boatmen’s Bank, Mo. App. 281; 
McClendon Bank Advance, Mo., 174 Rep. 203; National Bank Com- 
merce Mechanics American National Bank, 148 Mo. App. 127 Rep. 203. 

Nebraska. Bank Commerce Farmers’ Bank, Nebr., 128 
Rep. 522. 

New State Nat. Bank Bank Magdalena, Mex., 157 Pac. 
Rep. 498. 

New York. National Park Bank Ninth Nat. Bank, 77; Trust 
Company America Hamilton Bank, 127 App. Div. 515, 112 Supp. 
84; Title Guaranty Trust Co. Haven, 126 App. Div. 802, 111 
Supp. 305; Bergstrom Ritz-Carlton Co., 157 Supp. 959. 

State Bank Cumberland Savings Trust Company, 

Ohio. First Nat. Bank First Nat. Bank, Ohio St. 207, Rep. 723. 

Oklahoma. Cherokee Nat. Bank Union Trust Co., Okla., 125 Pac. Rep. 464; 
National Bank Commerce First National Bank, Okla., 152 Pac. Rep. 596. 

Oregon. First Nat. Bank Cottage Grove Bank Cottage Grove, Ore., 
Rep. 293; First Nat. Bank United States Nat. Bank, Ore., 197 

547. 

Pennsylvania. Iron City National Bank Fort Pitt National Bank, 159 Pa. 
St. 47; Levy Bank the United States, Pa., Binney 27. Note: The right 
bank recover Pennsylvania regulated statute. See, infra, 

South Dakota. Minnehaha National Bank Pence, D., 176 Rep. 27. 
Farmers’ Merchants Bank Bank Rutherford, 115 Tenn. 
64, Rep. 939. 

Texas. Iron City National Peyton, Tex. Civ. App. 184; Moody 
First Nat. Bank, Tex. Civ. App. 278. 

Vermont. Bank St. Albans Farmers’ Merchants’ Bank, Vt. 141. 

West Virginia. Bank Williamson McDowell County Bank, Va. 545, 
Rep. 761; Johnston Commercial Bank, Va. 343. 


| | | 
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for value presented for deposit his credit the bank upon which 
was drawn. The bank received it, and credited the amount the 
holder and debited the same the supposed drawer. proved 
forgery, whereupon the bank charged the amount back the holder’s 
account. The holder then brought action against the bank, and re- 
covered 

The fact that check bearing forgery the drawer’s signature 
paid through clearing house does not change the rule which denies the 
right the drawee 

One court has held that drawee bank, having paid forged check, 
not recover the money from the bank, which payment was made, 
even where the latter bank had dealt with the forger and had not paid 
the entire amount over 

Not only bank required know the signatures its depositors, 
but must also know who are and who are not depositors. Thus, where 
bank paid check, the pretended drawer which was not depositor. 
was held that could not recover the money from the party whom 
the payment was 

One reason frequently given for refusing permit bank recover 
the money which has paid forged check that impracticable 
for the indorsee holder check know learn whether the 
drawer’s signature genuine, and that the drawee has the best means 


knowing learning that 
One authority suggests that the rule, which denies the right 


22. Levy Bank the United States, Binney (Pa.) 27. Note: The 
effect this decision has been largely overcome statute. See, infra, 83. 


23. Minnehaha National Bank Pence, D., 176 Rep. 27. 


24. Dedham Nat. Bank Everett Nat. Bank, 177 Mass. 392, Rep. 
62. this case the clerk one Fenno, depositor the defendant bank, 
deposited two checks Fenno’s account. The checks were payable cash and 
purported drawn the plaintiff bank one Clancy, who was depositor 
the plaintiff bank. the time the deposit the received part the 
amount cash and the balance was credited Fenno. was later discovered 
that the checks were forged and that the clerk was the forger. Fenno afterwards 
overdrew his account but made the overdraft good, and his deposit the 
amount the forged checks after the defendant was notified the forgery. 
“The plaintiff’s argument,” said the court, “is proving that should 
not adopt the rule laid down Price Neal, Burr, 1354, according which 
drawee paying forged draft check bona fide purchaser cannot recover 
back the money paid. are aware that this rule has been questioned some 
text writers. But such universal nearly universal acceptance that 
shall into extended discussion.” 


25. Salt Springs Bank Syracuse Sav Inst., Barb. (N. Y.) 101. the 
opinion was said: “Knowledge the genuineness the signature but one 
several facts which important for drawee know, before accepting 
paying bill. must ascertain first, whether the drawer person knows, and 
has business relations with; second, whether the state accounts between them 
will justify require him accept pay. mistake either them 
fatal regard the genuineness the signature.” 


26. Neal Coburn, Me. 139, Atl. Rep. 348; Bank Williamson 
McDowell County Bank, Va. 545, Rep. 761. 
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bank recover the money paid forgery drawer’s signature, .is 
the necessities business these times, when the cur- 
rency the commercial world composed largely checks and 
And said that this doctrine, having been found con- 
tinuous application, workable, its plainness and certainty should 
not fine judicial discriminations confusing the lay 

Many law writers learning and ability have assailed this doctrine, 
which makes the payment forged check bank exception 
the general rule allowing recovery money paid under mistake 
fact and denies the right the drawee bank recover. The doctrine 
has even been criticized courts, which have then reluctantly pro- 
ceeded apply it, feeling bound precedent and declaring that 
foreclosed the overwhelming weight authority. Some 
courts have not only criticized the doctrine, but have refused follow it. 

There doubt that, recent years the rule under discussion has 
been somewhat relaxed, and banks have been allowed recover the 
money which they have paid out forged checks. But, for the most 
part, these decisions, which will referred later, that 
the party receiving payment had been guilty negligence contributing 
the loss had. parted with his money goods before the check was 


claim that had relied the drawee’s act paying the check his 
detriment. And appears that, spite the criticism which has 
been directed against the rule text writers and occasional repudia- 
tion the courts, the general rule still 


81. Indorsement does not warrant genuineness signature drawee. 

The Negotiable Instruments Law provides that one who indorses 
without qualification warrants all subsequent holders due course, 
among other things, ‘‘that the instrument genuine and all respects 


But, this rule does not hold far the drawee bank concerned. 
The drawee check cannot rely the indorsement the person pre- 


27. First Nat Bank Marshalltown Bank, 107 Iowa 327. 

28. Neal Coburn, Me. 139, Atl. Rep. 348. 

29. First National Bank Marshalltown State Bank, 107 Ia. 327, 
Rep. 1045, was said: “But, whatever the text writers may think, long 
line authorities sustain the proposition that, between the drawee and good 
faith holder check, the drawee bank deemed the place final settle- 
ment, where all prior mistakes and forgeries shall corrected and settled once 
for all; and overlooked and payment made, must deemed final. There 


30. Section 66. 
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senting warranty the genuineness the drawer’s signature, 
for, between the holder and the drawee bank, the drawee the proper 
party pass the question whether not the signature good 

The statute declares that the indorser warrants the genuineness 
the drawer’s signature all subsequent holders due course, but the 
courts hold that the drawee bank not holder due course this 

And held that drawee bank negligent, where does 
examine the signature closely, but passes the check reliance pre- 
vious 


82. Right drawee follow proceeds forged check. 

bank, which has paid forged check, will not allowed follow 
the money paid the forger into the hands third party and 
recover from such third party, where the latter received from the 
forger due course business, good faith, and for valuable con- 


83. Right drawee recover money paid forged signature under 


statute. 
The general adoption the Uniform Negotiable Instruments Act, 
which now force every state, has not changed the rule that 
drawee bank, having paid check which the drawer’s signature 


31. National Bank Commerce Farmers’ etc. Bank, Neb., 128 Rep. 
522; Cherokee Nat. Bank Union Trust Co., Okla., 125 Rep. 


32. Farmers Merchants’ Bank Bank Rutherford, 115 Tenn. 64, 
Rep. 939, the check was drawn the following form: 
“Dyer, Tenn., Oct. 28th, 1903. 
“Farmers’ Merchants’ Bank: 
“Pay Freeman, bearer fifty-four 75/100 dollars for cotton. 
“Johnson Mere. Co.” 
The check, after being indorsed Freeman, was cashed the Bank Ruther- 
ford, and indorsed it, and, after passing through the hands four other banks, 
was the drawee bank. Some thirty days later was discovered that the 
drawer’s signature was forgery. The drawee bank then brought suit against the 
Bank Rutherford. refusing recovery the court said: “We are the 
opinion that the indorser negotiable paper does not warrant the drawee the 
genuineness the signature the maker, but such warranty only extends 
holders due course trade. The drawee not holder due course.” 


33. National Bank Rolla First Nat. Bank, 141 Mo. App. 719, 125 
513. 

Texas State Bank First Nat. Bank, Tex. Civ. App., 168 Rep. 504. 

First National Bank Gibert, 123 La. 846, So. Rep. 593, held 
that, when money transferred honest taker, has been obtained through 
felony the one transferring the honest taker who received without knowledge 
the felony and due course business, acquires good title against 
the one from whom was stoien; the right the taker defeated only bad 
faith his part. 
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forgery, may not recover the money and has been held several 
‘eases arising under the statute that drawee bank cannot recover back 
the money which has paid such 

one the cases holding the court said: ‘‘Checks and other 
exchange have become more common agencies the busi- 
ness world than even the use money and were the takers checks 
bills exchange required stop and make investigation other- 
wise proceed their peril, this medium exchange would pre- 
judicial the eyes the business world bring about condition 
that would shortly prove 

Missouri decision was said: ‘‘The adoption this and other 
states our Negotiable Instruments Law was for the purpose having 
the statutory laws the states uniform law regard commercial 
paper. confusion was known to- exist many the everyday 
transactions concerning such paper, and may said that there was 
question upon which the courts were more conflict than upon 
the question involved this case. After careful examination the 
new law, are inclined believe that was intended adopt the law 
declared Price Neal.37 

Under Pennsylvania passed 1849, and still force, the 
banks that state may recover the money paid out check bearing 
forgery the drawer’s But, under this statute, there can 


35. National Bank Rolla First Nat. Bank, 141 Mo. App. 719, 125 
Rep. 513; National Bank Commerce Mechanics’ American Nat. Bank, 148 
Mo. App. 127 Rep. 429; National Bank Commerce Farmers’ Ete. 
Bank, Neb., 128 Rep. 522; State National Bank Bank Magdalena, 
Mex., 157 Pac. Rep. 498; Title Guaranty Trust Co. Haven, 126 App. 
Div. 802, 111 Supp. 305; Cherokee Nat. Bank Union Trust Okla., 
Pac. Rep. 464; First Nat. Bank Bank Cottage Grove, Ore., 117 Pac. Rep. 


36. State National Bank Bank Magdalena, Mex., 157 Pac. Rep. 498. 


37. National Bank Rolla First Nat. Bank, 141 Mo. App. 719, 125 
Rep. 513. the doctrine Price Neal, see 80, supra. 


38. Act April 1849 (Pennsylvania Statutes, 1920, 16011) which reads 
follows: “That whenever any value amount shall received considera- 
tion the sale, assignment, transfer, negotiation, payment any bill 
exchange, draft, check, order, promissory note other instrument, negotiable within 
this commonwealth the holder thereof, from the indorsee indorsees, payer 
payers the same, and the signature signatures any persons persons, 
represented parties thereto, whether drawer, acceptor indorser, shall 
have been forged thereon, and such value amount reason thereof erroneously 
given paid such indorsee indorsees, well such payer payers respect- 
ively, shall legally entitled recover back from the person persons previously 
holding negotiating the same, the value amount aforesaid given, 
paid such indorsee indorsees, payer payers respectively, such person 
persons, together with lawful interest thereon from the time that demand shall 
have been made for the repayment the same.” 


39. Tradesmen’s Nat. Bank Third Nat. Bank, Pa. 435. See also United 
States Nat. Bank Union Nat. Bank, Pa., 110 Atl. Rep. 792. 
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recovery where appears that the drawee bank has been negligent 
failing discover the forgery promptly and report the bank 
person whom the money was 

Delay the part the drawee bank giving notice, however, will 
not deprive the drawee its right recover where appears that the 
money still held the collecting bank that that bank, while having 
paid the money another bank, position recoup itself out 
funds the latter bank the hands the collecting bank the time 
receiving the 

The Pennsylvania statute 1849 was not repealed by, nor were the 
rights banks under affected by, the Negotiable Instruments Law, 
which was adopted Pennsylvania 


40. Iron City Nat. Bank Fort Pitt Nat. Bank, 159 Pa. 46, Atl. Rep. 
195, where appeared that the drawee did not discover the forgery until five days 
after the check was paid and that the discovery was then made the result 
investigation started officer the collecting bank. 


41. Union Nat. Bank Franklin Nat. Bank, Pa., Atl. Rep. 1085; Union 
Nat. Bank Farmers’ Mechanics’ Nat Bank, Pa., 114 Atl. Rep. 506. 


42. Union Nat. Bank Franklin Nat. Bank, Pa., Atl. Rep. 1085; Colonial 
Trust Co. National Bank Pa., Pa. Super. Ct. 510. 


(To continued) 


Decisions 
this department are published each month all the important decisions the 


Federal and State Courts, involving questions pertaining the 
law banking and negotiable instruments 


COLLECTING BANK NOT LIABLE FOR CORRE- 
SPONDENT’S NEGLIGENCE 


City Douglas First National Bank Douglas, Supreme Court 
Arizona, 239 Pac. Rep. 785 


The City Douglas, Arizona, deposited the defendant bank 
check for $5,000 drawn bank Arizona. The de- 
fendant forwarded the check the Paso branch the Federal 
Reserve Bank Dallas and the latter bank forwarded direct 
the drawee bank although there was another bank the same town. 
The drawee bank sent back its check bank Phoenix, Arizona, 
payment, which turned out worthless. 

was held that the Federal Reserve Bank was negligent send- 
ing the check direct the drawee bank but the defendant bank was 
held free from responsibility the plaintiff city. The court ap- 
plied the rule that collecting bank not responsible for the negli- 
gence the correspondent banks through whose hands the check 
passes the process collection. the absence special agree- 
ment the contrary, the defendant was responsible only for reason- 
able care selecting suitable correspondent bank through which 
accomplish the collection. 


Action the City Douglas, municipal corporation, against the 

First National Bank Douglas, corporation. From judgment sus- 

taining defendant’s demurrer, plaintiff appeals. Affirmed. 
Knapp, Boyle Pickett, Douglas, for appellant. 

Sutter Roche, Bisbee, for appellee. 


LOCKWOOD, J.—Under the laws Arizona, the authorities 
Cochise county collect the taxes for the various municipalities situated 
within its borders, remitting the same from time time the town and 
city officials. The treasurer Cochise county drew his check the 


NOTE—For similar decisions see Banking Law Journal Digest (Third 
Edition, 1925) 267. 
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Central Bank Willcox, then county depository, for $5,000, favor 

the city Douglas, hereinafter plaintiff, and sent the check 

the city treasurer. was duly deposited the usual course for col- 

lection with the First National Bank Douglas, hereinafter called de- 

fendant, the latter officer. This bank, being the first initial link 
the chain collection, promptly dispatched the check the usual man- 

ner for collection the Federal Reserve Bank Dallas, its branch 

Paso, Tex.; defendant being member the Federal Reserve 

system and situated within the jurisdiction the Paso branch afore- 

said. 

The Federal Reserve Bank received the check due course, and, 
although there was another bank than the Central Bank Willcox 
situated that town, transmitted the check directly the drawee bank 
for payment. This last-named bank received the check, charged 
the account Cochise county, marked ‘‘paid,’’ and returned the 
drawer, and sent payment therefor the Federal Reserve Bank 
check draft drawn upon the Central Bank Phoenix. The Fed- 
eral Reserve Bank accepted this last-named draft and attempted col- 
lect it, but turned out worthless, and was protested. The Federal 
Reserve Bank then charged back the $5,000 check the defendant 
herein, which turn charged back plaintiff. 

This action was then brought against defendant. The complaint set 
the foregoing facts, and alleged that defendant was liable plaintiff 
for the loss the amount the check account the negligence 
the Federal Reserve Bank. The negligence, was claimed, consisted 
two things: First, the forwarding the check question direct 
the drawee bank for payment, when there was another bank the 
same town; and, second, payment the check anything 
but cash its equivalent. Defendant demurred the complaint, the 
court sustained the demurrer, and, plaintiff declining amend, ren- 
dered judgment favor defendant, from which judgment this ap- 
peal taken. 

There dispute between the parties the facts the case, 
and this appeal presents two questions law only. The first 
whether not the Federal Reserve Bank was guilty negligence. There 
some conflict between the authorities the legal liability, where 
forwarding check for collection direct drawee bank, when there 
another bank the same town, results loss, but think there 
doubt that the acceptance anything but cash its equivalent for 
such check the collecting bank negligence per se. Ward Smith, 
Wall. 447, Ed. 210; Bank Trust Co., 149 343, 
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The only question then remaining who was liable for this 
negligence, the forwarding bank, defendant herein, the Federal Re- 
serve Bank, which actually was guilty the act constituting the negli- 
gence. There sharp and irreconcilable conflict authority this 
point. The two opposing ‘principles are well set forth the case 
Exchange Nat. Bank Pittsburgh Third Nat. Bank New York, 
112 Ct. 141, Ed. 722, which the court: says: 


contended the defendant that its liability taking New 
‘York for collection these drafts drawee Newark, extended merely 
the exercise due care the selection competent agent New- 
ark, and the transmission the drafts such agent, with proper in- 
structions; and that the Newark bank was not its agent, but the agent 
plaintiff, that the defendant not liable for the default the 
Newark bank, due care having been used selecting that bank. Such 
would the result the rule established Massachusetts (Fabens 
Bank, Pick. 330 Am. Dec. 59]; Dorchester 
Bank New England Bank, Cush. [Mass.] 177), 
this rule rest the proposition, that since what done bank 
employed collect draft payable another place cannot done 
any its ordinary officers servants, but must entrusted sub- 
agent, the risk the negligence the subagent upon the party em- 
ploying the bank, the view that has impliedly authorized the em- 
ployment the and that the incidental benefit which the bank 
may receive from collecting the draft, the absence express im- 
plied agreement for compensation, not sufficient consideration from 
which legally infer contract warrant against loss from the negli- 
gence the subagent. The contrary doctrine, that bank, receiving 
draft bill exchange one state for collection another state from 
drawee residing there, liable for neglect duty occurring its col- 
lection, whether arising from the default its own officers from that 
its correspondent the other state, agent employed such 
correspondent, the absence any express implied contract varying 
such liability, established decisions New York (Allen Mer- 
chants’ Bank, Wend [N. Y.] 215 [84 Am. New 


The matter one first impression this jurisdiction, and are 
therefore liberty determine according our view what the 
best rule, without being hampered embarrassed previous declara- 
tions this court. said the Supreme Court Illinois, 


arguments and reasons upon which these conflicting adjudica- 
tions are grounded are familiar the profession, and discussion the 
question may well regarded exhausted what has been often 
said pro con judicial opinions and law 
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Nor would mere marshaling the numerous cases particular 
benefit. They are fairly balanced far numbers are concerned, and 
wholly irreconcilable. passing upon this question, use for our 
guide the principle laid down Exchange Nat. Bank. Third Nat. 
Bank, supra, which well stated follows: 


question involves rule law general application. What- 
ever the proper rule, one commercial law. concerns trade 
between different and distant places, and, the absence statutory 
regulations special contract usage having the force law, 
not determined according the views interests any 
lar individuals, classes localities, but according those principles 
which will best promote the general welfare the commercial com- 


Looking the the light the last quotation, feel satis- 
fied which rule would better promote the general commercial inter- 
course the country. fact which this court takes judicial 
notice, that, when the customer bank deposits with for collection 
check drawn some institution another town state, not 
anticipated either the customer the receiving bank that the 
latter will send one its own officers servants out town present 
the check the drawee for payment. such thing were required 
customary, the expense collecting checks small amounts would 
prohibitive, and the general business our country, founded and built 
upon the free transmission and acceptance checks pay- 
ment, instead the actual cash, would seriously hampered. And, 
the banks this state, which receive checks for collection daily from 
their customers, were obliged account for the negligence any and 
all the collecting agencies down the line, they would self-protection 
compelled charge sufficient sum reimburse them for their risk, 
perhaps annex items for collection other onerous conditions, instead 
of, now, performing the services either without charge, for 
nominal amount, and with little burden the customer. 

are the opinion that, notwithstanding the very high authority 
which supports the so-called New York rule, the Massachusetts doctrine 
more consonant with sound reason and the fundamental principles 
commercial law, and that, the absence special agreement the 
contrary, bank which receives check draft out town 
institution for collection responsible only for reasonable care select- 
ing the proper agent which shall sent for that purpose, and 
transmitting the paper with proper instructions, and that the actual 
collecting institution the agent, not the forwarding bank, but 
payee the instrument. 

For the foregoing reasons, the judgment the superior court of: 
Cochise county affirmed. 


q 
{ 
| 
q 
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PLEDGEE NON-NEGOTIABLE BONDS 
PLEDGED WITHOUT AUTHORITY NOT 


ENTITLED RETAIN THEM 


Lathrop Title Insurance Trust Co., Calfiornia District Court Ap- 
peal, 238 Pac. Rep. 748 


The plaintiff brought this action recover three bonds, which 
she had delivered the defendant trust company, and which the 
trust company refused return her because claim owner- 
ship made Crocker, who intervened the action. ap- 
peared that the bonds question had been pledged with the plain- 
husband secure loan, and that the pledgor had had au- 
thority pledge them. Upon the pledgee’s death, the bonds had 
passed the plaintiff. Crocker was the true owner the bonds. 

The plaintiff contended that she was entitled hold the bonds 
security for the debt because they were payable bearer and 
under California statute bonds payable bearer are negotiable. 
was held that the statute question, which was enacted 1915, 
did not change the character bonds issued before the enactment 
even though they were transferred thereafter. Therefore, the 
bonds involved this action were issued 1905, they were non- 
negotiable even though they were not pledged until 1916. 

The debt for which the bonds were was barred under the 
statute limitations. The plaintiff contended that spite this 
fact, since she was possession the pledged property after the 
debt had been barred, she was entitled retain the property until the 
debt was paid. was held, however, that since pledgee non- 
negotiable bonds receives better title than the pledgor had, and 
since the pledgor this case had title all, the intervener was 
under obligation pay the debt and the plaintiff was not entitled 
keep the bonds. The defendant, therefore, was within its rights 
refusing return the bonds, and consequently judgment for the 
defendant was affirmed. 


Action Orville Lathrop against the Title Insurance Trust Co., 
wherein Crocker intervened. Judgment for defendant, and plain-. 
tiff appeals. Affirmed. 

Porter Blackburn, Los Angeles, for appellant. 

Otis Castle, Elvon Musick and Allen, Jr., all Los 
Angeles, for respondent Title Ins. Trust Co. and others. 

Stuart Salisbury, Wm. Himrod and Verne Robinson, all 
Los Angeles, for respondent Crocker. 


NOTE—For similar decisions see Banking Law Journal Digest (Third. 
Edition, 1925) 1043. 
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LANGDON, J.—This appeal the plaintiff from judgment 
against her action which she sought recover three bonds the 
Home Telephone Telegraph Co., the face value $1,000 each, which 
she had delivered the defendant, and which refused return her 
because claim ownership made Crocker, who intervened 
the action, and whose favor judgment was given. 

The trial court found that intervener was the owner and entitled 
the possession said bonds; that the bonds had been pledged the 
husband plaintiff secure loan $600 made one Vaughn; that 
Vaughn had right authority make such pledge. appears that 
intervener had permitted the bonds used secure debt Edna 
Brown one Peck; that, when this indebtedness was satisfied, the bonds 
were received Vaughn attorney for Miss Brown and without her 
knowledge consent, and, without the knowledge consent in- 
tervener, Vaughn pledged the same secure personal loan. The 
pledgee having died the bonds were distributed part his estate 
his widow, the plaintiff this action. She had given the trust company 
possession thereof, and intervener notified his ownership before 
had accounted plaintiff for the bonds, and thereupon the trust com- 
pany protected itself refusing deliver the bonds without judg- 
ment court. 

There dispute about the foregoing facts. The findings are not 
attacked upon appeal. The first point raised that plaintiff was en- 
titled hold the bonds security for the debt because the bonds are 
made negotiable statute, being payable bearer. This contention 
settled against the appellant the recent case Popp Exchange 
Bank, 189 Cal. 296, 208 113. That case holds that the act the 
Legislature August 1915 (St. 1915, 99), amending the Code 
relation negotiable instruments make bonds such those 
are considering negotiable, did not have the effect changing the char- 
acter such bonds issued before the amendment, although transferred 
thereafter. The bonds involved the instant case were issued 1905, 
and the loan was negotiated 1916. 

Another phase the case presented the findings the trial 
court the effect that promissory note, writing memorandum 
was given evidence the debt for which the bonds were pledged, and 
that this debt was incurred August, 1916, for period days. 
The court concluded therefrom that the debt was barred under the 
provisions section 339, Code Civil Procedure. This holding 
not attacked appellant, but she contends that, even though the debt 
was barred and the lien extinguished under the provisions section 
2911, Civil Code, nevertheless she, being possession the pledged 
property, like mortgagee possession real property after the debt 


q 

q 

q 
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has been barred, was entitled retain such property until the debt 
was paid. 

Respondent concedes that equity requires the payment debt 
barred the statute limitations, when the debtor asking quiet 
his title against the mortgagee possession, because the moral 
obligation the debtor, but contends that the reason for the rule fails 
where the person seeking recover his property was never legally nor 
morally bound the pledgee mortgagee. authority for this 
differentiation, respondent cites the case Faxon All persons, 166 
Cal. 707, 137 919, 1916B, 1209, wherein said: 


respondent contends, and think rightly, that the rule 
question should not extended case which liability pay 
the debt does not, morals and equity, rest upon the plaintiff his 
property. Where the plaintiff himself the debtor, the applicability 
the rule apparent. different situation presented where the 
plaintiff has bought the land before the right foreclose the mortgage 
has become barred. such acquired the property subject 
valid existing lien, which was, presumably, taken into 
fixing the purchase price. Such property, when acquired it, was 
bound the debt, and would inequitable relieve him the 
burden without payment would thus free the original debtor. 

the present case, however, the plaintiff acquired the land 
purchase for consideration after the lapse the time within which 
action foreclose the mortgage could have been brought. The 
plaintiff was not personally liable for the debt, and was under moral 
obligation discharge it. When she bought the land, the records 
showed that the lien the mortgage had become extinguished. Civ. 
bought, was bound, legally equitably, the debt. There seems 
good reason for refusing quiet the title owner the 
the plaintiff 


Similarly, the instant case, intervener was never bound either 
legally morally for the debt, and purchaser nonnegotiable bonds, 
although buys good faith and for value, acquires only the title 
the seller. Popp Exchange Bank, supra. Therefore pledgee 
nonnegotiable bonds receives only what the pledger had—in this case, 
title all. must follow that there obligation upon the part 
the intervener pay the debt for which the bonds were pledged. 

The only other matter requiring discussion the contention that 
the intervener was estopped from setting the statute limitations 
from claiming that Vaughn had authority make the pledge. 
think this contention not borne out the evidence, and, further- 
more, the defense estoppel was not pleaded required, and there 
was proof that any injury had been caused plaintiff any the 
things relied upon her estop the intervener. 

The judgment affirmed. 
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BANK’S AGREEMENT ASSUME PAYMENT 
MORTGAGE ILLEGAL 


Smith Rennix, Supreme Court North Dakota, 204 Rep. 843 


The plaintiff sold George Rennix piece real property 
consideration for which Rennix paid $1,000 assumed 
mortgage $3,000 outstanding against the property, and executed 
and delivered the plaintiff his notes for $5,000 and mortgage 
the premises secure the notes. Rennix, who was the de- 
fendant bank, later conveyed the property the bank deed 
stating that the bank assumed the two mortgages part the pur- 
chase price. Subsequently, the plaintiff brought action for the 
foreclosure the mortgage and for personal judgment against the 
defendants for any deficiency. The bank was named one the 
defendants. The plaintiff obtained judgment and the bank ap- 
pealed. The judgment was reversed the ground that the alleged 
agreement the part the bank assume and pay the indebted- 
ness secured the plaintiff’s mortgage was violative the express 
policy the laws North Dakota empowering banks purchase 
real estate, and was, therefore, illegal contract which furnished 
basis for cause action. 


Mortgage suit Smith against George Rennix 
and others, and the Farmers’ Merchants’ Bank Hankinson. Judg- 
ment for plaintiff and defendant bank appeals. Reversed and remanded, 
with directions. 

Lauder Lauder, Wahpeton, for appellant. 

Heder, Wahpeton, for respondent. 


CHRISTIANSON, J.—This action for the foreclosure 
real property and for personal judgment against the de- 
fendants for any remaining deficiency. The material facts are follows: 
September 1919, the plaintiff was the owner the real property 
involved this action. about that day sold the same and con- 
veyed warranty deed the defendant George Rennix. con- 
sideration therefor the said Rennix paid $1,000 cash and assumed and 


-agreed pay mortgage $3,000 outstanding against the property, and 


-he further executed and delivered the plaintiff his notes for $5,000, 
mortgage upon the premises secure such notes. the time 
this transaction Rennix was cashier the defendant bank. 
March 1920, said Rennix and delivered special warranty 
whereby conveyed the said real property the said defendant 


NOTE—For similar decisions see Banking Law Journal Digest (Third 
Edition, 1925) 688, 
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bank. This deed contained clause the effect that said premises ‘‘are 
free from all incumbrances except first mortgage $3,000.00 record 
and second mortgage $5,000.00 which party the second part (de- 
fendant bank) assumes part the purchase price.’’ this clause 
which gave rise to, and involved in, this controversy. contended 
the plaintiff that virtue this clause the appellant contracted 
pay the indebtedness question here, and that, consequently, plaintiff 
entitled judgment therefor. the other hand, contended 
the defendant bank that there legal obligation the part the 
defendant bank pay such indebtedness. claimed that the deed 
from Rennix bank was not, fact, intended transfer and vest 
the title the property the bank that certain stockholders the bank 
were engaged the business buying and selling land, and that 
carrying this business they used the name the bank matter 
convenience making transfers, but that the bank had actual interest 
and received none the profits out such transactions; that the 
transaction out which this action arose one that kind; that the 
land question was not purchased the bank all and that re- 
ceived absolutely consideration for the alleged contract which this 
suit brought; and that such contract one which the bank pro- 
hibited express law from entering into. further contended that 
such clause did not appear the deed the time the execution and 
delivery thereof, but that the clause was afterwards inserted, and that 
the same constitutes material alteration the deed and hence not 
binding upon the defendant bank. The trial court made findings and 
conclusions favor the plaintiff. Judgment was entered accordingly, 
and the defendant bank has appealed this court and demanded trial 
anew. our opinion the judgment clearly erroneous and must 
reversed. 
The laws this state provide: 


bank shall principal employ its money other its assets, 
directly indirectly, trade commerce, nor employ invest any 
its assets funds the stock any corporation, bank, partnership, 
firm association, nor shall invest any its assets speculative 
margins stocks, bonds, grain, provisions, produce other commodities, 
except that shall lawful for banks make advances for grain 
other products store transit market; provided, nevertheless, 
that this Act shall not construed any way preventing bank 
from investing such part its funds stock the Federal Reserve 
Bank this district may necessary become member the 
Federal Reserve Association and from carrying such stock among its 
Section 5187, 1913, amended chapter 54, Laws 1915. 

shall unlawful for any corporation having banking powers and 
capital stock twenty thousand dollars more, invest over thirty 
per cent. such stock and unimpaired surplus banking house furni- 


ture and fixtures, including the lot, piece parcel land which such 
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banking house located; provided, that similar corporations with 
capital stock ten thousand dollars and less than fifty thousand dollars 
may invest forty per cent. its stock and unimpaired surplus, and 
those with fifteen thousand dollars and less than twenty thousand dollars 
stock may invest thirty-five per cent. its capital stock and unimpaired 
surplus such banking house furniture, fixtures and lot, piece parcel 
land which such banking house Section 5151, 1913. 

shall have the power purchase, hold and such other 
real estate shall mortgaged good faith way security 
for loans, for debts previously contracted. 

debts previously contracted the course its dealings. 

shall purchase sales under judgments, decrees 
mortgages held the corporation, shall purchase secure debts 
due it; but banking corporation shall hold the possession any real 
estate under mortgage, title and possession any real estate pur- 
chased secure indebtedness, for longer period than five years from 
the date acquiring title thereto. And all real estate heretofore and 
hereafter conveyed any such banking corporation, shall deemed 
have been acquired, held and conformity with the pro- 
visions this chapter.’’ Section 5152, 1913. 

banking corporation violating the provisions this act (sec- 
tions 5151-5154) shall subject fine not more than five hundred 
dollars and cancellation its organization certificate.’’ Section 5153, 
1913. 

officer any banking association, savings bank trust com- 
pany violating knowingly permitting violated, the provisions 
this chapter, not herein specially provided for shall upon conviction 
thereof pay fine not less than fifty dollars nor more than five hun- 
dred dollars for each offense, recovered before any court having 
competent jurisdiction, and all fines and penalties recovered shall 
paid into the state treasury.’’ Section 5173, 


These statutes were intended primarily for the protection de- 
positors. Experience has demonstrated the necessity such regulatory 
measures. bank may employ all its assets the purchase real 
estate, and does so, will hardly position meet its obligations 
its depositors. order give these regulatory measures force, the 
Legislature has imposed penalty both upon the banks, and upon the 
officers banks, who violate them. And contracts made violation 
these statutory provisions are not merely ultra vires, but unlawful and 
void. Section 5922, 1913; Wald Wheelon, 624, 147 
402; Oakes National Bank Farmers’ State Bank (N. 201 

Wald Wheelon, supra, this court held that contract the 
part bank make loan jndividual excess that limit au- 
thorized the statute (section 5172, 1913) was illegal, and that 
alleged breach thereof furnished basis for cause action. 

Oakes National Bank Farmers’ State Bank, supra, this court 
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held that ‘‘a contract entered into between two banking associations for 
the purpose enabling one them make excess loans violation 
section 5172, 1913, and conceal the fact such violations from 
the state banking authorities, illegal and contrary public policy 
and that, consequently, the courts will not aid either party enforcing 
the contract. 

The present action based upon the contract. The rights sought 
enforced arise virtue thereof, and not otherwise. the contract 
illegal and falls within the rule announced Oakes National Bank 
Farmers’ State Bank, supra, then plaintiff has cause action; and 
are agreed that does. other words, are wholly agreed that 
the alleged agreement the part the bank assume and pay the 
plaintiff the amount the indebtedness secured plaintiff’s mortgage 
was, and is, unlawful contract. Such agreement violative the 
express policy laws this state which were enacted promote the 
general welfare. There contention that the land question had 
been mortgaged the bank that was conveyed payment, 
secure the payment, some debt owing the bank. the contrary, 
the undisputed evidence shows that the land was not conveyed for any 
such purpose. According the evidence, certain stockholders (the evi- 
dence not clear whether all the stockholders participated) engaged 
the business buying and selling real estate. For the purpose carry- 
ing this business they had account the bank under the name 
account.’’ purchasing lands disbursements were made 
checks drawn this and profits realized from land deals 
transacted were turned into it. Rennix, who was the 
bank the time the transaction question here took place and the 
principal witness for the plaintiff this action, testified that the title 
lands purchased and for the stockholders through the ‘‘stock- 
holders’ account’’ were taken the name the bank matter 
convenience, but that the bank had interest the transactions and 
received profits therefrom and according his testimony the transac- 
tion here was one that kind. 

contended that the defendant bank estopped deny the 
validity the contract assert the illegality thereof. Leaving wholly 
one side the question whether the doctrine estoppel can ever apply 
render illegal agreement enforceable, are wholly agreed 
that there any event basis for its application here. The plaintiff 
this case did not part with anything reliance upon the contract 
which seeks enforce and has manner acted thereon his in- 
jury prejudice. 

further contended that the bank sold and conveyed the land 
one Milbrandt and received profit the transaction, and that ought 
not permitted retain the profit and relieved from its obligation. 
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find unnecessary consider whether the contention thus advanced 
the evidence. construe the evidence, all the effect that 
before the land was deeded the bank Rennix (Rennix) had en- 
tered into contract for the sale thereof one Milbrandt; and that 
the bank later deeded the land Milbrandt conformity with this con- 
tract, but that neither expected nor received any profit the transac- 
tion, that whatever profits were realized went into the stockholders’ ac- 
for distribution among the persons who participated therein. 

The judgment appealed from reversed and the cause remanded, 
with direction dismiss the case against the appellant. 


STOCK DIVIDEND TAXABLE INCOME 


People rel. Clark Gilchrist, New York Supreme Court, Appellate 
Division, 211 Supp. 679 


Under the provisions the New York Tax Law stock dividend, 
representing earnings accumulated the time the dividend de- 
the corporation, taxable ‘‘income’’ whether received 

-by individual stockholder the beneficiary trust con- 
sisting stock the corporation, and payment the tax may not 
postponed until sale the stock represented the dividend. 


Certiorari the People, the relation Robert Sterling Clark, 
against John Gilchrist and others, constituting the State Tax Com- 
mission the State New York, review determination the 
Commission confirming assessment income tax for the year 1920 
against relator. Confirmed. 

Curtis, Mallet-Prevost, Colt Mosle, New York City (Nathan 
Miller, Walter Taylor and Embury, all New York City, 
counsel), for relator. 

Albert Ottinger, Atty. Gen. (Henry Manley, Deputy Atty. Gen., 
for respondents. 


COCHRANE, J.—In the year 1896 trust was created Alfred 
Corning Clark favor the relator life beneficiary, consisting 
stock the Singer Manufacturing Corp. 1920 the corpora- 
tion declared stock dividend, representing earnings that time ac- 
cumulated. This stock dividend was turned over the relator under 


NOTE—For similar decisions see Banking Law Journal Digest (Third 
Edition, 1925) §1253. 
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the authority Matter Osborne, 209 450, 103 723, 823, 
510, Ann. Cas. 1915A, 298. The value this stock 
dividend conceded for the purpose this proceeding. The state tax 
commission has determined that taxable under the Income Tax Law, 
and has accordingly assessed tax thereon against the relator. This 
determination the state tax commission the relator this proceeding 
challenges. 

351 the Tax Law (as added Laws 1919, 627) imposes 
tax upon every resident the state ‘‘with respect his entire net in- 
Section 357 (as added Laws 1919, 627) defines ‘‘net in- 
come’’ meaning the ‘‘gross income’’ taxpayer, less deductions 
allowed which deductions are not here material. section 359 (as 
added Laws 1919, 627 and amended Laws 1920, 695, 1), 
profits and derived from any source whatever, including gains 
profits income derived through estates trusts the beneficiaries 
Section 350 (as added Laws 1919, 627) subd. defines 
the word follows: 


Any distribution made corporation out its earnings profits 
its shareholders members, whether cash other property 


view this last-mentioned definition, connection with the other 
statutory provisions above noted, there would seem doubt 
the intent the Legislature make stock dividends taxable. 
pertinent this question may attention what was said 
1570, about the purpose the corresponding federal statute 
(Revenue Act Sept. 1916, Stat. 756), which statute contained the 
following provision 


term ‘dividends’ used this title shall held mean any 
its earnings profits and payable its shareholders, 
dividend shall considered income, the amount its value.’’ 


The court said: 


[the question] arises under the Revenue Act September 


1916, which, our opinion (notwithstanding contention 
the government that will noticed) plainly evinces the purpose Con- 


gress tax stock dividends 


think there has been some misapprehension about the purport 
the decision Eisner Macomber, supra. 


The Supreme Court 
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that case held that stock dividend was not income any true sense nor 
ordinarily understood; that the word ‘‘income,’’ the Sixteenth 
Amendment the federal Constitution, giving the Congress power 
lay and collect taxes incomes,’’ should given its ordinary and 
usually meaning, and that said amendment did not therefore 
include comprehend stock dividends within its scope. 
vailing opinion Mr. Justice Pitney begins and ends follows: 


presents the question whether, virtue the Sixteenth 
Amendment, Congress has the power tax, income the stockholder 
and without apportionment, stock div idend made lawfully and good 
faith against profits accumulated the corporation since 1913. 

Thus, from every point view, are brought irresistibly 
the conclusion that neither under the Sixteenth Amendment nor other- 
wise has Congress power tax without apportionment true stock divi- 
dend made lawfully and good faith, the profits behind 
it, income the stockholder. The Revenue Act 1916, far 
imposes tax upon the stockholder because such dividend, contra- 
Constitution, and this extent invalid notwithstanding the Sixteenth 


Hence that Eisner Macomber, supra, not authority 
against this state tax, seems sometimes have been assumed, but, 
the contrary, authority favor the tax. The court expressly 
stated that the purpose Congress tax stock dividends income was 
plainly evineed, but such purpose was thwarted the Constitution. The 
state Legislature not hampered constitutional restrictions. The 
relator does not contend. had the power make stock dividends 
subject the tax, and has plainly exercised that power. deference 
the foregoing authority, may concede that the word 
misnomer applied stock dividends. But nevertheless true that 
the Legislature may make its own definition, and when manifestes its 
intention include stock dividends income, bring them within 
the purview the Income Tax Law, that the end the matter. 

There parallel situation the state Massachusetts. There 
statute stock dividends are made taxable income. Tax Commissioner 
Putnam, 227 Mass. 552, 534, 116 904, 1917F, 806; Til- 
ton Tax Commissioner, 238 Mass. 596, 131 219. commenting 
this the court Eisner Macomber 


Massachusetts court was not under obligation, like the one 
which binds us, applying constitutional amendment the light 
other constitutional provisions that stand the way extending 


The Massachusetts statute apparently goes further than our statute, 
because that state stock dividends are treated capital, and be- 
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tween life tenants and remaindermen the latter. Tax Commissioner 
Putnam, 227 Mass. 522, 536, 116 904, 1917F, 806. 

The relator presses our attention the phraseology 

tion 359. reads that section follows: ‘‘Income derived from 

ete. clear that the phraseology might im- 
proved. But think the meaning not doubtful. The argument 
relator, consistent, would also require limit the word 
such was derived ‘‘from interest, rent, dividends,’’ because those 
three words are grouped together the statute, and unthinkable 
but only income derived therefrom. 

The relator argues that section 365 the Tax Law (as added 
Laws 1919, 627, and amended Laws 1920, 695, and Laws 
1922, 426, indicates intent not tax stock dividends. does 
not impress that way. The statute not bounded single section, 
but must considered its entirety, and sections 351, 357 and 359 
above clearly our opinion cover this case. All gains 
profits derived through trusts are those sections made 
taxable. The taxable quality income not limited section 365. 
That section does not its face purport all income which 
may derived from estates trusts. deals only with some kinds 
income therein specified, and has reference more particularly the mak- 
ing returns the fiduciary, and fixing the payment the tax 
instances there mentioned between him and the beneficiary. 

The relator also suggests that payment the tax should postponed 
until sale the beneficiary the stock represented the dividend. 
The statute contemplates otherwise. Section 351 declares that the tax 
shall levied, collected and paid annually upon and with respect the 
entire net income defined the statute, and, have seen, such 
net income dividends (sections 357, 359), and dividends include 
distribution ‘‘in stock the (section 350, subd. 8). The 
only reasonable inference from this that the tax paid for the 
year which the dividend received otherwise, the word ‘‘annually’’ 
section 351 would ignored respect that portion the ‘‘net in- 
representing stock dividends. Furthermore, there would 
point specifically including stock dividends the definition the 
word ‘‘dividend,’’ because sale thereof the selling price would 
ordinarily taxable under section 359. Still 
further, the last-mentioned section provided follows: 

amount all such items [which, before indicated, include 
stock dividends] shall included the gross income for the taxable 
year which received the 

Finally should observed that much the argument the relator 
rests the assumption that stock dividends are not taxable against 
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individual stockholders. Starting with this assumption, calls atten- 
tion the apparent inequalities and inconsistencies which arise 
between individual stockholders and beneficiaries. may inferred 
from what has been heretofore said, think such assumption un- 
founded. probably arises from misconception the full meaning 
and effect the decision Eisner Macomber, supra, above sug- 
gested. our view that under the federal statute, reason its 
constitutional limitations, stock dividends are not taxable either the 
hands individual stockholders beneficiaries (and such statute 
being administered the federal government that theory), but that 
under the state statute, unrestricted constitutional limitations, 
stock dividends are taxable alike, whether received individual stock- 
holders beneficiaries. The statute makes distinction between 
those two classes persons. 
The determination should confirmed, with $50 costs and disburse- 
ments. 


LIFE BENEFICIARY TRUST NOT ENTITLED 
STOCK DIVIDEND 


Diehl’s Estate, Orphans’ Court Essex County, 130 Atl. Rep. 220 


trust fund created will consisted part 400 shares 
the common stock corporation. The corporation declared 
per cent. dividend common stock. The trust estate became entitled 
200 shares stock. The life beneficiary the trust contended 
that the stock dividend came within the category rents, issues and 

profits and that she was entitled receive the stock income. 
was held, however, that since appeared that the declaration the 
stock dividend was made possible the increased valuation the 
corporate assets, the stock should not considered income, pay- 
able the beneficiary, but should the corpus the estate. 


{ 

the matter the estate Henry Diehl, deceased. ex- 
ceptions accounting trustee. Exceptions overruled, with instrue- 
tions the trustee. 

Congleton, Stallman Hoover, Newark, for the trustee. 

Porter, Zink Lafferty, Newark, for the exceptant. 


CAFFREY, J.—Henry Diehl died December, 1915. Under 
his will Mary Whaley was the beneficiary the trust created for the 
term her natural life, with remainder over. Included the estate 


NOTE—For similar decisions see Banking Law Journal Digest (Third 
Edition, 1925) 1173. 
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held trust were 400 shares the common stock the Belt Railroad 
Stockyards Co. The par value the common stock outstanding was 
$2,000,000. June 26, 1920, the corporation declared dividend 
common stock par value $1,000,000. The estate became entitled 
200 shares the stock declared, representing per cent. stock 
dividend its holding 400 shares. Mary Waley contends that the 
200 shares stock declared comes within the category rents, issues 
and profits, thereby entitling her the same income. The trustee has 
filed his account, and asks for instructions the disposition the 
stock received dividend. The life tenant, Whaley, thereupon filed 
exceptions the account, alleging failure the accountant include 
the income account part the stock dividend 200 shares. 

The question raised herein what extent this stock dividend shall 
viewed corpus and what extent income. 

The evidence before the court the form depositions bene 
esse Rauh and Lane, both residents Indianapolis, and 
president and auditor, respectively, the company. addition that 
there statement income and property values the corporation, 
marked Exhibit showing the income and property values, including 
dividends, from December 31, 1910, May 31, 1920. This report, 
conjunction with Mr. Rauh’s testimony, shows that the surplus account 
had increased very little from 1911 (at which time prior stock dividend 
was declared) 1920, when the stock dividend question was voted. 
some extent this surplus represents money that was left after 
the payment the ordinary dividends, and used from time time fer 
betterments. The testimony Mr. Rauh further shows that the in- 
the surplus account from 1915 1920 came from enhance- 
ment the capital assets, and the time the declaration the $1,- 
000,000 dividend 1920 could not paid cash. Mr. Lane’s testi- 
mony the same effect, with additional recitation that May 
28th appraisal the physical property was made, which served 
the real basis value which the stock dividend controversy was 
declared. 

For the purpose this memorandum there necessity setting 
out detail the figures which are attached the deposition, but ex- 
amination the testimony, with the report submitted, 
leads believe that the stock dividend was made possible the in- 
ereased valuation the corporate assets. This question has been pre- 
sented many times, and has been discussed long line 
66, 354, and cases cited. Gulick, Eq. 214, 
112 317, Mr. Justice Swayze declared that upon the earning 
extraordinary dividend, account unusual accumulation 
earnings, life tenant entitled receive, least, some the ex- 
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traordinary dividends. With this rule mind, but distinguishing the 
facts that case from the one under consideration, seems that 
the rule laid down McCoy Eq. 60, 117 473, 
conclusive, because satisfied that the stock dividend represents 
nothing more than the enhanced value the assets the Belt Railroad 
Stockyards Co. follows, therefore, that the stock dividend, its 
entirety, will-be considered corpus. 

Therefore the exception the life tenant will disallowed, and the 
trustee instructed include the stock dividend corpus the estate. 


CHECK PAYMENT ANOTHER PERSON’S 
DEBT 


Brook Key Townsend, Court Appeals Georgia, 129 
Rep. 913 


The defendant, having agreed provide his nephew with funds 
with which purchase business from one Martin, drew two checks 
the order the plaintiffs payment debts owing from Martin 
the plaintiffs. The plaintiffs took the checks and marked the ac- 
counts paid. The defendant discovered that the debts Martin’s 
business were much greater than had been represented. there- 
upon stopped payment the checks which had given. this 
action the plaintiffs, the defense was that the checks had been 
given without consideration. was held that the checks were sup- 
ported valid consideration and that the plaintiffs could enforce 
them. The release debt owing from one person sufficient 
consideration for check drawn another person. 


Action Key Townsend against Brooks. Judgment for 
plaintiffs, and defendant brings error. Affirmed. 

Brooks agreed let his nephew have the money with which 
purehase the stock goods and business Martin, provided 
Martin’s debts did not exceed certain sum represented Martin 
the aggregate his obligations. The purchase and sale agreement 
being entered into accordingly, Brooks proceeded give checks Mar- 
tin’s for their respective claims. Whatever balance remained 
the purchase price after the creditors were thus satisfied was paid 
directly Martin. Before the transaction was closed developed that 
Martin’s indebtedness was greatly excess the amount represented, 
and Brooks thereupon undertook recall the various checks which 
had issued. Two the checks had been made and delivered Key 


similar decisions see Banking Law Journal Digest 
Edition, 1925) 283. 
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Townsend; one for $199.01 and one for $90.55, covering respectively 
Martin’s account and dishonored check upon which was indebted 
this Key Townsend subsequently brought suit upon these 
checks, and Brooks, the drawer, defended upon the ground that they 
were without consideration. The trial resulted verdict and judg- 
ment favor the plaintiffs. The defendants made motion for 
new trial containing the usual grounds only, which motion the court 
overruled, and the defendant excepted. 

Geo. Palmer and Wohlwender, both Columbus, for plaintiff 
error. 

Hatcher, Columbus, for defendants error. 


BELL, J.—We think the evidence authorized the verdict. 
Fuller, sworn behalf the plaintiffs, testified that, representa- 
tive the plaintiffs, and exchange for the larger check, ‘‘re- 
ceipted the invoice that Mr. Martin owed for $199.01,’’ and that 
Mr. Martin about getting Mr. Brooks make the $90 check 
the one ‘‘that had been turned down the bank,’’ and that 
Martin that (Fuller) then carried the dishonored check 
the defendant, Brooks, and ‘‘Mr. Brooks took the check, looked it, 
and said ‘All right.’ (Brooks) then wrote out check for $90 and 
something,’’ and handed the witness, who turn delivered 
Key Townsend. Mr. Key, one the members the firm Key 
Townsend, testified 


received these checks and accepted them full payment 
Martin’s account. That was the time the receipt these 
When got the checks wrote off Mr. Martin’s account. 
The goods sold and for which these checks represented pay- 
ment were goods that Key Townsend sold Mr. Martin out 
there. The account was about two weeks old.’’ 


appears from the evidence that, after the purchase from Martin 
had failed consummation accordance with the terms originally 
agreed upon, there was meeting his creditors. Mr. Key was present 
this meeting, but testified that appeared, not but only. 
because had been notified and requested another creditor attend. 
There was evidence authorize the inference that refused par- 
ticipate the meeting. Bowden, attorney law, whose office 
the meeting was held, testified that ‘‘Mr. Key took the position that 
meeting that his indebtedness had been settled some checks.’’ 

The defendant testified 


told him (Martin) get list his creditors and bring 
them down the store and would pay them off right there. Mr. 
Fuller and Mr. Martin came down store. don’t remember see- 
ing the receipted invoices. turned over Mr. Martin there the 
shop, for gave Mr. Martin the checks. did not turn the check over 
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Mr. Fuller; that is, the $191.00 check. think Mr. Martin turned 
over him there the place. have not given checks any 
one except Martin. Fuller met Martin outside with this bad 
check and came back and Martin said, ‘Give check for this too,’ 
and gave him Martin kept his bad check and never had 


The defendant further 


meant giving the checks wanted certain that they got 
the money. the checks payable the direct.’’ 

The jury were amply authorized find that was the intention 
the parties that the original debtor Martin should released and dis- 
charged. The release Martin was sufficient consideration for the 
checks. The evidence sustained the verdict, and the court did not err 
overruling defendant’s motion for new trial. See this connection 
Davis Tift, Ga. 52; Russell Smith, Ga. 287, Saul 
al. Southern Seating Cabinet Co., Ga. App. 843, 1065; 
Carr Rountree, Ga. App. 393, 589; Harris Jones, 
Ga. 768 (1), 841. 

Judgment affirmed. 


LIABILITY ADMINISTRATOR NEGLECTING 


INVEST FUNDS 


Jula’s Estate, Orphans’ Court New Jersey, 130 Atl. Rep. 733 


Where administrator permits the funds the estate lie 
idle and uninvested, will charged with simple interest the 
amount the funds. 


the matter the estate Raffaele Jula, deceased. exceptions 
filed Antonio Fabiano, administrator. Decree rendered 
administrator’s account. 

Victor D’Aloia and Carl Abruzzese, both Newark, for exceptant. 

Maxwell Albach, Newark, for accountant. 


KOCHER, Adv. M.—Raffaele Jula, late the city Newark, died 
the month November, 1900, and Antonio Fabiano was duly ap- 
pointed administrator his estate, which amounted the sum 
$1,077.50. April 1902, the said administrator filed, the office 
the surrogate this county, accounting showing balance $908.42 
for distribution among the next kin the said intestate. This ac- 
however, was merely filed and was never allowed the orphans’ 


similar decisions Banking Law Journal Digest (Third 
Edition, 1925) 391. 
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It, therefore, not account all the true sense that 
term, but merely statement showing the then condition the estate. 

The administrator took further proceedings the matter until 
was compelled, order this court, made January 30, 1925, 
settle his account such administrator. The account, however, was 
not actually filed until the 18th day March, 1925. this 
exceptions were filed Antonio Jula, one the children and next 
kin the intestate, most which object items the account wherein 
the administrator prays allowance for money which claimed was paid 
him the widow and next kin. Most these exceptions were 
abandoned the hearing. 

Exceptant, however, pointed out that the two items $37.50 each, 
the one claimed have been paid December and the other Decem- 
ber 23, 1900, were duplications, and inspection the vouchers filed 
shows that there are duplicate vouchers for single payment. The ad- 
ministrator will, therefore, surcharged with the sum $37.50. 

Another exception urged was the payment May 1902, Antonio 
Jula account Raffaele Jula the amount $116.40. was shown 
that this payment was intestate’s father, who was not one the next 
kin, and therefore was not entitled participate his estate. This 
exception will therefore allowed. 

will recalled that the administrator was appointed during the 
year 1900, and was not until April 1902, that filed his first 
count. Since that time has made, appears from his account, small 
payments the next kin intestate during the years 1900 
1903, but that made payments since that time. 

the part the exceptant, urged that, inasmuch this fund 
the hands the administrator was not invested, the administrator, 
having failed either invest the fund pay the next kin, 
chargeable with interest thereon. Asked what did with the money, 
the administrator first said that had his safe. Being then charged 
with having safe, said was his son’s safe. When attention 
was called the fact that the time this money came into his hands 
his son was but few years old, and consequently could have had 
safe, then said kept box his room, later stating that 
kept his trunk. 

Counsel for accountant attempted palliate this story the fact 
that accountant was Italian not sufficiently versed our customs 
charageable with the duty invest the funds. However that may 
be, the accountant himself testified that from 1910 1914 had 
bank account his own, and goes without saying that, had 
sufficient knowledge have bank account his own, chargeable 
with sufficient knowledge have placed these funds the bank. 
matter fact, there was absolutely why this fund should not 
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have been distributed the expiration one year from the appoint- 
ment the administrator. was thoroughly familiar with the next 
kin the deceased, knew who was entitled the fund, and the im- 
pression which the situation makes the mind that made these 
several small payments from time time for the purpose keeping 
the parties entitled the money quiet, and, they being Italy, were 
more less defenseless, and was not until one the sons the in- 
testate came this country and personally intervened the matter that 
the administrator made any attempt whatever perform his duties 
such administrator and, even then, when ordered this court Janu- 
ary 30th, last, file his account within days, did not obey the 
order the court until the 18th day March thereafter. 

The accountant, response question, admitted that used 
portion this fund the purchase certain real estate which pur- 
chased for his own use. response questions his own counsel, 


said that this statement made him was not true, and that 


never touched the fund, but that had been lying the form cash 
his trunk. 

This story taxes the credulity any normal minded man, and ask 
one believe that this accountant has several hundreds 
longing his estate his trunk from 1902 1925, period years, 
story too preposterous admit serious consideration. 

well settled that the balance assets remaining the hands 
administrator after payment debts should paid those in- 
terested, put out interest for their benefit. the funds are used 
the administrator, required, not only pay interest, but ac- 
count for all the profits that has made. profits have been made, 
and the money has been suffered lie idle, will charged with simple 
interest for his lack intelligence, and will not exempt from the 
payment interest simply the ground that the legatees were 
and might call for their money when was not hand. King 
Berry, Eq. 261; Frey Frey’s Adm’rs, Eq. 71. 

contended the part expectant that accountant followed 
this course conduct advice counsel, and named attorney 
this state, who has been dead for some years. While seems in- 
credible that any attorney should give such advice accountant, still 
such defense not applicable him unless acted good faith, 
and, inasmuch fully satisfied that the defendant used portion, 
not all, this money for his own personal use, cannot said that 
acted good faith. But that may, the fact retaining this 
money all these years without attempting pay those whom 
knew was due certainly not good faith his part. his 
now under consideration, the accountant shows balance his hands 
$475.22. The last payment made accountant account the 
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estate was December 16, 1903. will therefore held chargeable 
with simple interest the sum $475.22 from December 16, 1903, at. 
the rate per cent. per annum the date payment. 

Accountant prays allowance under date March 22, 1902, for the 
sum $73.08 his commissions administrator the estate. 
well settled that executor, administrator, guardian, trustee not 
entitled commissions until they and allowed the or- 
phans’ court, and that they cannot deducted him until they are 
fixed and allowed. Lathrop Smalley, Eq. 192; Wyckoff 
O’Neil, Eq. 880, 32. accountant takes commissions 
before they are allowed the court, the position bor- 
rower the amount taken, and chargeable with interest thereon 
the time his accounting. Wyckoff O’Neil, supra. also well 
settled that commissions are compensation for the faithful discharge 
duties, and that, when administrator violates that duty, will 
not entitled commissions. Dufford Smith, Eq. 216-222, 
cases cited. 

The has certainly not performed his plain and simple 
duty paying the balance his hands the persons entitled it, or, 
alternative, investing the money. therefore forfeited 
his right commissions, and the same will disallowed, and, inasmuch 
has already paid himself commissions, will surcharged with 
interest upon the amount which took from the estate the rate 
per cent. per annum. 


FRAUD DEFENSE ACTION NOTE FOR 
EXISTING INDEBTEDNESS: 


Rawleigh Co. Cook, Supreme Court Iowa, 205 Rep. 


The defendants this case signed written guaranty payment 
amounts due the plaintiff company account goods purchased 
Albin Miller. The latter became indebted the company the 
sum $1,702.15 and, the company was unable obtain payment 
from him, demanded payment the defendants under their guar- 
anty. The defendants executed note payable the plaintiff com- 
pany for the amount owed Miller. They failed pay the note 
maturity, and this action was brought the note. 

The defense was that the defendants were induced sign the note 
means fraudulent representations made the company’s 
agent. was held that since the defendants were liable upon their 


NOTE—For similar decisions see Banking Law Journal Digest (Third 


Edition, 1925) 462. 
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guaranty for the amount the note, the execution the note did 
not their liability, and therefore they were not damaged 
the alleged fraud. The court further held that the absence 
proof damage reason the fraud, the defense fraud must 
fail. verdict for the defendants was, therefore, reversed. 


Suit promissory note with the defense fraud. The verdict 
behalf the defendant. Plaintiff appeals. Reversed. 

Hudson Hudson, Pocahontas, for appellant. 

Lynch, Pocahontas, for appellees. 

ALBERT, J.—One Albin Miller, Logan, Iowa, had been buying 
the products the appellant company, under written contracts, for 
many years prior the time controversy. Each year separate con- 
tract was made between Miller and the company and with each contract 
was written guaranty made the company securing money due the 
company from Miller. The appellees were such guarantors the con- 
tract between Miller and the company during the time controversy. 
The contracts usually expired with the calendar year. 

the close the year 1921, Miller was indebted the company 
for goods purchased the sum $1,702.15. The company, through its 
agent Schneider, took this matter with Miller, and, being unable 
secure the money from him, Schneider met the appellees Fonda, 
Iowa, and demanded payment under the guaranty made them. 

insisted that the time certain fraudulent representations were 
made appellant’s agent, but the appelles refused anything until 
they had interviewed Miller. Appellees, who lived Pocahontas county, 
went Logan interview Miller and went over his books and accounts 
with him. Miller transferred his accounts them and further secured 
them some kind contract with reference his home place. 
the latter part January, the agent Schneider again met the appellees 
Laurens and, after some negotiations, appellees signed note plain- 
tiff company for $1,702.15, the amount due the company from Miller, 
payable November 1922, with per cent. interest. They failed pay 
this note maturity and suit was brought thereon. 

admitted the appellees that they had collected approximately 
the accounts assigned them Miller, and they admit that 
they owe the company this amount. The appellees, the trial, claimed 
that the instrument was void for want consideration and because 
fraud the inception the instrument. The jury returned verdict 
favor the appellees. The case quite elaborately argued both 


and many errors are assigned, but, view it, the controlling 
quite simple one. 


There question under the evidence the correctness the 
amount due the company, and appellees, effect, concede that they owe 
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the company the amount specified. One the propositions urged that 
the evidence the case insufficient support the verdict. this 
matter therefore give attention, the controlling question 
the case. 

Assuming, without deciding, that the appellees have fully sustained 
the evidence, their charge false and fraudulent representations 
made prior and the time the making the note controversy, 
this not sufficient make case for the jury. 

the case Ley Insurance Co., 120 Iowa, 203, page 211, 
568, 570, this court said: 


definition compressed into these words: 
falsity, scienter, deception, injury.’ 


‘Representation, 


horn book law that these are the elements that constitute fraud 
under the circumstances such and failure prove either one 
said elements will necessarily defeat one who bases his action 
defense thereon. Many Iowa could cited this proposition, 
but the rule too elementary demand the same. far this case 
concerned, the rule may laid down that the proof fraud without 
the proof damages will not make out case for defense. Such the 
rule, well the general rule. The evidence this case wholly 
wanting this respect. must conceded thereunder that dam- 
ages whatever were occasioned the appellees the transactions 
controversy. must admitted, under the record made, that the con- 
tracts guaranty were signed the appellees; that they were liable 
and that the amount claimed was the correct amount due. Be- 
fore any these representations were made these appellees, they were 
liable this company for the sum specified. After the representations 
and the note were made, they were still liable the company, exactly 
they were before, for the exact amount for which they were formerly 
liable. true that the evidence the indebtedness was changed, but 
this way increased their liability. There was change whatever 
their position their harm and hurt. This being true, quite ap- 
parent that their evidence way shows that they were damaged 
harmed the transaction controversy. Having failed prove this 
element, their defense must fail. The evidence insufficient support 
the verdict. 

Want consideration urged, but sufficient say that, being 
written instrument under the statute, imparts consideration, and 
the evidence the case not such would warrant holding that 
there was consideration for the note. 

Under the evidence the court erred sending the case the jury, 
and therefore reversed. 
Reversed. 
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DEPOSITORY PUBLIC FUNDS MUST GIVE 
BOND 


State rel Hannett Graham, Supreme Court New Mexico, 239 
Pac. Rep. 740 


Under the statutes New Mexico, the state board finance can- 
not compel the state treasurer deposit funds the general check- 
ing account unless the depository qualifies giving the bond re- 
quired statute. 


Mandamus the State, the relation Hannett and others, 
members the State Board Finance, against Warren Graham, 
State Treasurer. Judgment for defendant, and plaintiffs appeal. 
Affirmed. 

Armstrong, Atty. Gen., and James Bujac, Asst. Atty. Gen., 
for appellants. 

Seth, Santa Fe, for appellee. 


PARKER, J.—The state board finance (appellant) brought 
mandamus compel Warren Graham, state treasurer (appellee), 
deposit state funds the First National Bank Santa and the 
First National Bank Roswell, which banks had been designated 
appellant account banks.’’ Appellee answered the al- 
ternative writ, setting that the said banks had not filed bonds de- 
posited securities for such state deposits, and that, consequently, was 
not authorized make such deposits. was stipulated that appellee 
had hand such funds available for depositing said banks check- 
ing account, and that the said banks were all respects qualified re- 
ceive said deposits, except that they had failed give bond deposit 
securities secure said state checking accounts. The court rendered 
final judgment discharging the writ mandamus, from which judgment 
‘appeal was taken and perfected. 

apparent that the whole question determined upon the 
statutory provisions concerning the and custody the public 
moneys. public moneys act was first enacted 1915 (chapter 57, 
Laws 1915). Section that act provides: 

moneys the custody the state treasurer the treas- 
urer any county, city town this state, the custody any 
board control mentioned section shall deposited any bank 
until such bank qualified receive deposits public moneys giving 
bond other securities required this act.’’ 


NOTE—For similar decisions see Banking Law Journal Digest (Third 
Edition, 1925) 343. 
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This provision, the same form, was brought forward into section 
chapter 76, Laws 1923. Section the latter act, however, ex- 
empted checking accounts, which are therein first provided for, from 
the requirements the act the amount deposits allowable, the 
payment interest thereon, and the giving security therefor, but 
authorized the state board finance impose such requirements 
this regard its might deemed advisable. that time 
then security payment interest was required the banks carry- 
ing checking accounts, unless ordered the state board finance. 

This act was amended chapter 123, Laws 1925. Section this 
act reiterates the general provision regard security for public 
moneys, follows: 


section chapter the Session Laws 1923, be, and 
the same hereby amended read follows: 

public moneys the custody the state treasurer the 
treasurer any county, city town this state, the custody 
any board control mentioned section hereof, shall deposited 
any bank (except otherwise herein provided) until such bank 
qualified receive deposits public moneys depositing collateral 
security giving bond, provided this 


Section the latter act provides for the amounts and kinds 
bonds and securities which may received for this purpose. Section 
the latter act amends section chapter 76, Laws 1923, several 
particulars. creates the office agent the state, and pro- 
vides for the appointment bank such agent, and requires bond 
securities the sum $250,000, and exempts deposits $150,000 
from the payment interest, way compensation for the services 
such agent attending the business the state. Then ap- 
pears the following: 


state board finance may also designate not more than two 
other banks doing business this state state checking depositories 
which moneys necessary meet the current obligations the state 
may deposited temporary checking accounts. bank shall 
designated unless has unimpaired capital and surplus least 
and not more than per cent. all moneys the state 
hand shall deposit all such checking accounts and the check- 
ing account with the fiscal agent for time longer than may required 
distribute the moneys excess such percentage qualified de- 
pository banks applying therefor. Nothing herein contained shall pre- 
vent any bank designated state checking depository from also 
qualifying state depository under the provisions this 


The following provision section chapter 76, Laws 1923, 
omitted, 


checking accounts shall not subject the requirements 
this act relative the amount deposits, the payment interest 
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thereon and the giving security, but said board shall make such re- 
quirements the handling said checking accounts, the giving 
security therefor and the payment interest thereori its discretion 
may deemed advisable; and provided that nothing herein contained 
shall prevent any bank designated state clearing depository 
also qualifying state depository under the provisions 
this act.’’ 


This omission clearly indicates the legislative intention depart from 
the former plan exemption checking accounts from the requirements 
regard security for the same, and put them into the same class 
with other deposits public money. equivalent saying that 
checking accounts shall longer exempt from interest charges and 
security they formerly had been. 

There another consideration which persuasive this matter. 
has long been the public policy the state, declared its legisla- 
tion, require security from depositories having the custody the 
public funds the state. That this wise public policy, 
safeguard the interests the state, not questioned. Before the 
moneys are placed the hands private institutions with- 
out security, there should plain legislative declaration that effect. 
would departure from sound business practices, which could 
justified only such cases the discretion the Legislature might 
seem required expedient. Until the Legislature has 
declared unequivocal terms there would seem just reason 
add the statute interpretation what the Legislature has failed 
make plain. 

The argument the Attorney General, understand it, 
the effect that because the Legislature did not provide terms for the 
giving security for the checking accounts that none required. This 
incorrect way approaching the subject seems us. With 
section the Act 1925 providing for the giving security for all 
public moneys, would seem require some specific provision exempt- 
ing checking accounts before that condition affairs could result, the 
general policy the state being require security for all public moneys. 
That the interpretation the statute not free from difficulty 
admitted. But the interest the safety the public funds the 
state, deem this conclusion justifiable and required. this 
tion may said that doubt the funds deposited these two 
checking account banks would safe without security with it, but 
that not the question. The question whether funds checking ac- 
counts have been exempted from the requirement security, and 
hold that they have not. 

follows from all the foregoing that the judgment the district 
court was correct, and should affirmed, and ordered. 
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new building the National Chautauqua 
County Bank, Jamestown, Y., has pro- 
vided itself with every banking facility. 
presence should advantage that section 
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ANALYSIS FINANCIAL STATE- 
MENTS—Prentice-Hall, Fifth 
avenue, New York City, has published 
volume entitled “Analysis Financial 
Statements” Guthmann, Associate 
Professor Business Administration 
the University Texas. the pur- 
pose the book lay emphasis how 
statements are read. explains 
how facts presented financial state- 
ment may easily and fully interpreted. 
The needs the banker, the credit man, 
the investor and the business executive are 
served rather than those the accountant. 

The first part this book devoted 
the general principles the work 
analysis. Here are explained the true sig- 
nificance funds and reserves, extraor- 
dinary adjustments, secured creditors, value 
good-will, investments and other topics. 

The second part the book treats 
particular types statements under: Rail- 
roads, Gas Manufacturing Corporations, 
Power Companies, Individuals, Mercantile 
Companies, Mines, Banks, Insurance Com- 
panies and Holding Corporations. 

The work simply worded and il- 
lustrated with actual statements taken 
from practically every line business— 
grocery, truck, oil, furniture, chemical, 
clothing, rubber, fuel, public utilities, in- 
dustrial and moneyed corporations. 

Some the chapter headings are: Place 
Financial Statements Business, 
Construction the Sheet, Profit 
and Loss Statement, Analysis Work- 
ing Capital, Railroad Statements, Gas 
Manufacturing Corporations, 
Power Companies, Mercantile and Manu- 
facturing Corporations, Mining Statements, 
Bank Statement, Insurance Companies, 
Holding Companies Reports. 

The book contains 466 pages, and the 
price $5.00. 


CREDIT 
Inc., Fifth avenue, New York City, has 
published new book entitled “Credit An- 
fessor Wharton School 
Commerce, University Pennsylvania. 

The complete analysis credit risks 
vast and complicated subject. Its mani- 
fold aspects require thorough. knowledge 
all the social sciences. The author has 
therefore aimed, means study 
reports creditors’ experience and the 
analysis financial statements, restrict 
basis underlying the assumption 
risk. makes clear the methods and fac- 


BANK AND INVESTMENT ITEMS 


tors which cause credit man accept 
the relationship between credit risks and 
business conditions and shows how an- 
alyze credit risks from 
ports, financial statements, and from neg- 
lected “elements credit.” 

The book divided into fourteen chap- 
ters, the title which are follows: 
Chap The Approach Credit Risks; 
Chap. II, Interchange Creditors’ Ex- 
perience; Chap. III, Comparative Analysis 
Credit Interchange Reports; Chap. IV, 
Credit Risks and the Business Cycle; Chap. 
Neglected Credit; Chap. 
VI, Financial Statements Credit An- 
alysis; Chap. VII, Credit Ratio Analysis 
the First Factor Credit—The Source 
and Nature Capital Employed the 
Business; Chap. VIII, Credit Ratio Analy- 
sis the Second Factor Credit—The 
Uses Made Capital Invested and Its 
Distribution Among the Assets; Chap. IX, 
Credit Ratio Analysis the Third Factor 
Credit—The Supply and Position 
Working Capital; Chap. Credit Ratio 
Analysis the Fourth Factor Credit— 
The Potential Productivity Capital and 
Assets; Chap. XI, Credit Ratio Analysis 
the Fifth Factor Credit—The Rate 
Fixed Expansion; Chap. XII, Credit 
Aspects the Management Working 
Capital; Chap. XIII, Credit Analysis and 
Principles Budgeting; Chap. XIV, In- 
dicators Collections. 

The book contains 439 pages and the 
price $5.00. 


TRUST DEPARTMENTS BANKS 
AND TRUST COMPANIES—The Me- 
Graw Hill Book Co., 370 Seventh 
avenue, New York City, has published 
volume considerable interest bankers 
entitled “Trust Departments Banks and 
Trust Companies.” The author, Clay Her- 
rick, vice-president the Guardian Trust 
Co. Cleveland, widely known 
American banking circles. Mr. Herrick 
also author the work entitled “Trust 
Companies, Their Organization, Growth and 
Management,” previously published. 

The new book practical, authorita- 
tive treatment the functions trust 
departments, the organization such 
departments and their management and 
operation. Numerous forms, records and 
schedules actual use both large and 
small trust departments are included. Spe- 
cial attention given systems actual 
use for the safeguarding securities and 
the handling investments. 

The book divided into twenty-one 


McGARRAH 
Chairman of the Board 


chapters, three which are devoted 
forms and records for trust departments, 
large, medium and small. Many practical 
and useful forms are given these three 
chapters. 

appendix gives forms for insurance 
and living trust agreements, rules for de- 
livery the New York Stock Exchange, 
Uniform Stock Transfer Law, lists com- 
munity trusts and foundations, schedules 
fees and the status trust companies 
handling fiduciary business other 
states. The book contains 435 pages and 
the price $4.00. 


THE INVESTMENT TRUST—The 
Shaw Co. has published 
manual entitled “The Investment Trust 
Lawrence Speaker. This work re- 
the second prize for monographs 
the field business development the 
modern trust company offered 1923 
the Chicago Trust Co. 

Briefly, the book gives account 
the machinery and methods which the 
surplus funds the are collected 
and turned over the governments 
nations and cities and commercial en- 
terprises. defines investment banking, 
shows the growth and extent English 
investment banking, 
methods and describes the great market 


Distinctive Service for 
Your New York Business 


THE 
MECHANICS METALS 
NATIONAL BANK. 


THE CITY NEW YORK. 
Deposits, Sept. 28, 1925, $271,000,000 


JOHN McHUGH 
President 


now existing for the exchange securities. 
The characteristics English investment 
banks are clearly delineated and compared 
with those investment houses the 
United States. meager was the avail- 
able information English investment 
practice and procedure that 
was necessary for the author secure 
the data contained this 
manual directly from London bankers and 
other original sources. 

this manual the 
offered small investors the invest- 
ment trust are outlined detail. This 
study presents brief history develop- 
ment the investment trust and shows 
just why interest Americans. 
features and methods op- 
eration are clearly outlined. especial 
interest are the chapters the progress 
the investment-trust idea the United 
States and the use investment trusts 
our investments abroad. 

I—The Definition Investment Bank- 
ing, England Prior 
the Companies Act, 3—The Companies Act 
1862 and the Subsequent Populariza- 
tion Investment Securities, 4—Char- 
acteristics English Investment Bank- 
‘ing, 5—The Issue House and Promoter, 
6—-Avenues Investment, 7—The Invest- 
ment Trust, 8—Summary. 
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Associate yourself with this 
great commercial bank and 
thus establish connection 
with bank which can care 
for every phase your finan- 
cial interests. 


Its broad influence may 
direct personal benefit 
you. 


CORN EXCHANGE NATIONAL BANK 
PHILADELPHIA 


MAIN OFFICE CENTRAL CITY OFFICE 
CHESTNUT ST. SECOND 1510-12 CHESTNUT ST. 


The work divided into the following 
seven chapters: Chapter 
Nature and Historical Development In- 
vestment Trusts, 2—Characteristic 
tures British Investment Trust Organ- 


ization, 3—The Operation 


Trusts, Services Invest- 
ment Trusts, 5—The Investment Trust 
the United States, 6—The Use Invest- 
ment Trusts American Investment 
Abroad, 7—Summary and Conclusion. 

The book 128 pages and the 
price $1.75. 


FEDERAL LAND BANKS SHOW TRE- 
MENDOUS GROWTH AND STRENGTH 
—One the most noteworthy develop- 
ments the last decade has been the rise 
the Land Banks position 
power, influence and service agricul- 
ture. Their statement Sept. 30th re- 
veals the great strength attained. 

According this statement, the net 
mortgage loans totaled $989,960,218.89, 
while the total assets reached the impres- 
sive sum $1,059,486,378.11. The capi- 
tal, which steadily growing, stood 
$52,783,832.50; the surplus 
Undivided profits 
amounted $5,262,239.00. While the 
monthly net earnings the banks are 
substantially excess $700,000.00. 


Complete Banking Service 


The Midland Bank offers exceptional facilities transaction 

banking business every description. Together with its 
affiliations operates 2,250 branches Great Britain and 

Northern Ireland, and has agents and correspondents all parts 
the world. The Bank has offices the Atlantic Liners 
Aquitania, Berengaria and Mauretania, and foreign branch 
196 Piccadilly, London, specially equipped for the use 
convenience visitors London. 


MIDLAND 


LIMITED 


HEAD OFFICE: THREADNEEDLE STREET, LONDON, E.C.2 


Affiliated Banks: Belfast Banking Co. Northern Ireland; The 
Clydesdale Bank Ltd., and North Scotland Bank Ltd., Scotland 


BANK 


This showing has been made during 
about eight years actual operation af- 
ter paying $13,209,071.10 stockholders 
dividends, carrying $1,323,953.38 sus- 
pense account, and charging off 
769.23 for real estate acquired fore- 
closures, 

Impressive the above figures may 
seem, they are based upon the most con- 
servative accounting practice. Every piece 
land acquired through foreclosure 
off toto although the history 


the Federal Land Bank System shows 


that the average the lands acquired 
may disposed for enough protect 
against any ultimate losses this 
source. 

the same conservative spirit, every 
installment payment over 
due charged off until collected. the 
meantime, such items not appear 
admitted assets. 

The operating income from the banks 
derived chiefly from the “spread” be- 
tween the rate paid the Federal Land 
Bank Bonds and the rate charged upon 
the first mortgage loans. The 
mits spread per cent. and prac- 
tice this has been found ample pay 
all operating expenses, write off any losses, 
build strong reserves and pay satisfac- 
tory dividends the stockholders. 
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Caguas. 


Although the Federal Land Banks have 
grown such size and strength that they 
must taken account any survey 
our banking system, they not com- 
pete any appreciable extent with the 
old-established banks. Their loans are 
made for very long periods, ranging from 
twenty thirty-five years. Sueh loans 
are peculiarly adapted the requirements 
farmers, because the semi-annual pay- 
ments interest and principal 
met from current farm earnings. 

Neither commercial nor savings banks 
ate position make loans this 
the other hand, commercial 
banks short-time agricultural pa- 
per find the Federal Land Bank System 
placed their major financing upon sound 
basis are much better risks for short-time 
loans. 


THE GUARANTY SURVEY, published 
monthly the Guaranty Trust Co. New 
York, the issue November con- 
tains the following statement with refer- 
ence business and ‘financial conditions 
the United States: “As the season ad- 
the expansion business activity 
tends become more pronounced. The 
growing volume trade wholesale and 
retail recent weeks has been accompa- 
nied marked gains basic industrial 
output. popular interest, however, and 
possibly real significance well, the 
gradual and orderly progress industry 
and trade toward higher levels 
overshadowed the spectacular activity 
the stock market. 

“The essential fact this connection 
that the generally higher level stock 
prices has been due some degree 


ULLY 65% the imports Porto Rico enter through the Port 
San Juan. head office San Juan, our branches are 
such strategic points, for commercial banking and collections, the 
seaports Arecibo, Mayaguez and Ponce, with inland branch 
have intimate knowledge the people while safe- 
guarding the interests our clients the United States. 


Specialize Collections 


AMERICAN COLONIAL BANK 


PORTO RICO 


easy money rather than either the con- 
dition outlook business whole. 
naturally followed that quotations would 
react strongly any marked change 
eredit conditions. result, stock mar- 
ket operators have watched the discount 
rate the Federal Reserve Bank New 
York with some apprehension. Even the 
advance the rate the Boston bank 
from per cent. was the signal for 
violent downward movement 
prices. need hardly said that such 
decline was not justified the intrinsie 
importance the change rate. Similar 
action the part the Cleveland bank, 
and later the advance the rates 


Philadelphia and San Francisco, precipi- 


tated still further selling and price depres- 
sion. 

“While the Federal Reserve Board does 
not regard itself authorized regulate 
stock market activity, neverthelss true 
that the recent rate advances have been 
interpreted note warning against 
excessive speculative enthusiasm. the 
ease the advance Boston, the warn- 
ing was very effective, and the technical 
position the market .is undoubtedly 
than before the heavy 
liquidation. The effect the advance 
was largely psychological, due part 
the sensitive condition the market 
and part the fact that the news was 
totally unexpected, since the initiative 
rate changes has generally been taken 
the New York bank. 

“One factor bearing upon the problem 
the situation the London market. 
order protect the English gold standard 
and prevent the inordinate export 
gold this country has been deemed 
desirable keep the rediscount rate there 


above the New York rate. order 
maintain this differential would 
necessary raise the Bank England’s 
rate the New York rate were raised. 
That would turn impose added 
burden upon British business and finance 
which might work hardship 
when they are already facing difficult 
problems. Nor have the demands 
rent business the New York district 
far warranted increase rate. 
hardening rates which 
seems not impossible view some in- 
erease business activity there, would 
course affect this relationship. 

“The Federal Reserve banks outside 
New York have undoubtedly had mind 
the large flow funds the call money 
market and have sought check the 
tendency order protect business in- 
terests their respective districts. The 
action the four institutions which have 
raised their rates this month seems not 
unwarranted view the unmistakable 
upward trend open market rates since 
last summer. 

“For several weeks the rate 
loans New York has remained firm 
per cent. Time with 
maturities from sixty days six months 
have ranged from per cent., while 
rates four six months’ choice com- 
paper have been per cent. 
year ago rates loans ranged 
from per cent., while time loan and 
commercial paper rates were about 
per cent.” 


ELECTRIC REFRIGERATORS. Re- 
ports from the New Business Departments 
operated Henry Doherty Company 
Cities Service Company utility 
properties show that total 2,200 
refrigerators have been sold and 
installed during the nine months ended 
September 30. The sale these machines 
will mean approximate yearly current 
1,500,000 killowatt hours 
which added the load. 


TRUST COMPANIES MEET 
NEW YORK.—Francis Sisson, presi- 
dent trust company division, American 
Bankers Association and chairman the 
committee arrangements for the annual 
banquet the trust companies the 
United States, has announced that the next 
banquet, which will the fifteenth, will 
held the Waldorf Astoria 
New York, February 18, 1926. pointed 
out that since Group the New York 
State Bankers Association had decided 
omit its customary banquet the trust com- 


Local 


representatives 


—to make recommendations 
Bonds, quote prices, and 
supply information. 


NEW.YORK NEW ORLEANS 

CHICAGO SAN FRANCISCO 

BOSTON PHILADELPHIA 

LONDON MONTREAL 
TOKIO 


pany dinner will the only large affair 
this character for bankers New York 
during the coming winter. The banquet 
will come the close two day session 
the seventh mid-winter conference 
the corporate fiduciaries the country 
held under the auspices the trust 
Association. 

The banquet committee composed 
Sisson, vice-president Guaranty 
Trust Company, New York, chairman; 
vice-president Equitable Trust 
Company, New York; Uzal 
president Fidelity-Union Trust Company, 
Newark, J.; Edwin Maynard, presi- 
dent Brooklyn Trust Company, Brooklyn, 
Y.; James Perkins, president Farm- 
ers. Loan Trust Company, New York; 
John Platten, president United States 
Mortgage Trust Company, New York; 
Theodore Smith, vice-president Central 
Union Trust Company, New York; and 
Tilney, president Bankers Trust 
Company, New York; Leroy 
secretary Trust Company Division, Amer- 
ican Bankers Association. 


AMERICAN BANKERS ASSOCIATION 
PRESIDENT BUSINESS OUTLOOK 
—Oscar Wells, president, American Bank- 
ers Association, who arrived here today 


\ 
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attend the meeting the administrative 
committee the American Bankers Asso- 
ciation and the Mid Continent Fiduciary 
Conference, made the following statement 
regarding the business outlook: 

“The most satisfactory feature the 
business situation, and one that will bear 
emphasizing again although 
frequently commented upon others, 
that neither inflation nor speculation are 
playing part the basic industry and 
trade the country. 

“Bankers attending the meeting the 
Administrative Committee the American 
Bankers Association and the Mid-Continent 
Fiduciary Conference agree that, 
very unusual degree for active 
ness period, the financial, industrial and 
activities the nation involved 
the production, distribution and con- 
sumption commodities are, generally 
speaking, free from overtrading and un- 
wise expansion. 

“Some make exception regard 
construction, expressing the 
that expansion here continuing too 
fast rate and that any sudden reaction 
would widely felt because the size 
this business and because the num- 
ber other important lines related it. 
They therefore regard measures 
aimed promote modified 
pace. 

seems generally agreed that stock 
speculation had gone point warrant- 
ing the salutary check that recently came 
it... this connection noted that 
the adjustment the security market, 
although one the most severe 
was accomplished without demoralization 
the stock market itself and with ill 
effect general conditions, and the deep- 
seated soundness business and finance 
are held have been factor contributive 
these 

“In Florida, also, land speculation has 
gone beyond the bounds conservatism. 
The explanation seems that the real 
potentialities Florida, which have long 
been there and might have been developed 
more conservatively over period, 
have suddenly become generally realized 
and are being exploited rapidly—perhaps 
too rapidly, but since fundamental values 
are there, what adjustment may become 
necessary will where things 
have been overdone rather than any 
general reaction. 

“As the future outlook for the 
business general, some are 
inclined feel that the great activity 
today will necessarliy lead period 
inflation optimism and success beget 
over-optimism and tendency take 


however, that the 
country better equipped than ever 
study business conditions and dangers and 
steer more direct course. This will 
tend reduce our deviations from straight 
and prosperous progress,—just great 
liner, equipped with powerful engines, its 
rudder steadied mechanically true steer- 
ing apparatus and navigated full 
knowledge ocean currents and impend- 
weather, can make truer course than the 
vessel subject the un- 
certainties unknown winds and tides and 
lacking strong driving powers its own. 
think our bankers and business men 
today are inclined avail themselves 
the opportunity pursue wiser, steadier 
business course than ever before.” 


THE BROADWAY NATIONAL BANK 
Paterson, J., which will the 
premises Broadway and Church streets 
when the National Bank America moves 
its new building City Hall Place, 
completing extensive alterations improve 
the old banking rooms. The opening date 
Monday, November and the public 
will find modern quarters and enthusi- 
astic, efficient, staff officers and em- 
ployees handle the work the banking 
departments. 

The savings department has been moved 
from the rear the bapking room the 
left-front where the officers were formerly 
located, while the old saving section has 
been enlarged afford more office space 
for the cashier and assistant cashiers. 
These changes have made possible 
increase the general working space while 
the telephone switchboard remains its 
old position the with full 
view the banking floor. The vault and 
safe deposit equipment used the Bank 
America will remain intact. 

Tuesday evening, November 10, the 
week following the opening, 
holders will the guests the bank 
dinner and dance held the 
main ballroom the Alexander Hamilton 
Hotel, honor the opening. Following 
are the officers the bank: William 
Walter, chairman board; William 
Mackay, president; Walter Lotte, vice- 
president; George Renkel, vice-presi- 
dent; Frederick Hofmayer, cashier and 
Charles Vollaro, assistant cashier. 


CITIES SERVICE CO. OCTOBER— 
Gross earnings Cities Service Co. for 
the months ending with October 31, 
1925, were $19,102,856 compared with 
$17,289,953 the corresponding period 
the preceding year. the same months, 
net earnings amounted $18,333,954 
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Billion Dollar Organization— 
The Federal Land Bank System 


unit because the mutual understanding 
Total assets Sept. 30th, $1,059,486,378.11 


LESS THAN eight years actual operation, the twelve Federal Land Banks have 
grown into billion dollar organization! Since the Bonds issued each Bank are 
underwritten all the other Federal Land Banks, the entire system may regarded 

single unit—the largest Farm Mortgage organization the world. 

The statement September 30th (forwarded request) shows 370,876 mortgages 
averaging $3,073 each, held improved farms all parts the country. The Total 
Assets were $1,059,486,378.11; the Total Capital, $52,783,832.50; Reserve, $7,650,528.23; 
Undivided Profits, $5,262,239.00. The monthly earnings are now substantially excess 
$700,000. 

These figures represent conservative valuation. Every piece land acquired through 
foreclosure has been charged off; such item carried admitted asset. Likewise, 
every installment payment over days past due charged off until collected, and does 
not appear admitted asset. 


FEDERAL LAND BANK BONDS 
Standard Form Investment” 


stabilized find ready market with 
little fluctuation prices Government Bonds 


These Bonds, issued in denominations of $10,- 
000, $5,000, $1,000, $500, $100 and $40, are safe- 
guarded by 

The small size and wide distribution the 
individual risks with an average security 
exceeding 200%. 

2. The steadily increasing capital, reserve and 
net earning capacity of the twelve Federa 
Land Banks. 

3. The constant purging of assets through 
the writing off of foreclosed mortgages 
and past due installments. 

4. Careful management in which the Govern- 
ment participates without assuming finan- 
cial obligation, further safeguarded by 
strict Government supervision. 


Congress has declared that these Bonds are 
“instrumentalities of the Government of the 
United States’. As such the Bonds and the in- 
terest received from them are exempt from all 
“Federal, State, Municipal and local taxation”, 
including personal and corporate income taxes. 
This provision has been affirmed by the U. 8S. 
Supreme Court. 

Federal Land Bank Bonds are eligible for the 
investment of all fiduciary and trust funds un- 
der Federal administration. They are also ac- 
ceptable at par as security for all public de- 
posits including Postal Savings. 

Bank earnings can often increased utiliz- 
ing Federal Land Bank Bonds as security for 
Postal and public deposits. 


Federal Land Banks are located 
Springfield, Mass, St. Louis, Mo. Louisville, Ky. Columbia, 8. C. 
New Orleans, La. Berkeley, Calif. St. Paul, Minn. Houston, Texas. 
Wichita, Kan. Omaha, Nebr. Baltimore, Md. Spokane, Wash. 


Write today for Federal Farm Loan Board Circular No. 16 de- 
scriptiveof these Bonds, addressing nearest Federal Land Bank or 


Chas. Lobdell, Fiscal Agent 
FEDERAL LAND BANKs, 


Washington, 


REPRESENTATIVE ATTORNEYS 


facilitate the operations Bankers, Investors, Capitalists and other readers 
The BANKING LAW JOURNAL who may obliged seek legal advice matters 
pertaining banking transactions, require other legal services, append the fol- 
lowing list Attorneys, who will found prompt and reliable the discharge 


any business entrusted them. 


DISTRICT COLUMBIA 
Washington 
WILLIAM SYMONS 
ATTORNEY-AT-LAW 
700 Tenth Street 


Appears before the Courts, Government Depart- 

ments and Commissions. Special attention to 

Patent, Trade-Mark, Copyright and Corporation 

Causes. 

IDAHO 


RICHARD JOHNSON 
ATTORNEY-AT-LAW 
112 North Sixth Street 


Attorney for Boise City National Bank, Boise, 
Idaho. 


MICHIGAN 


Boise 


Creek 


VAN AKEN 
ATTORNEY-AT-LAW 
390 Post Building 


Law Collections, Probate Matters and Real Estate 
Law. Reference, any bank in Battle Creek. 


MISSOURI 
St. Louis 
BERNARD GREENSFELDER 
ATTORNEY-AT-LAW 


Suite 1212 
Central Nat. Bk. Bidg. 


Central 2181 
Olive 2874 


NEW YORK 
New York City 


LOUIS DOYLE 
ATTORNEY-AT-LAW 
111 Broadway 
for Park Bank, New York City. 


FRANK WOGLOM 


ATTORNEY-AT-LAW 
280 Broadway 


for Twenty-Third Ward Bank the 
City of New York. 


{ 


PENNSYLVANIA 


Philadelphia 

RUBY VALE 

ATTORNEY-AT-LAW 

1542-3-4 Land Title Bldg. 
Attorney for Northwestern National Bank and 
Fox Chase Bank. Refer to any Federal or State 
Judge of Pennsylvania. 
Telephone Cable Addrese 

Spruce 4961, 4962 Ruvale 


SOUTH CAROLINA 


Columbia 
BARRON, McKAY, FRIERSON 
MOFFATT 
ATTORNEYS-AT-LAW 


10th Floor Union National Bank 


Chas. H. Barron, Douglas McKay, J. Nelson 
Frierson, Thos. H. Moffatt, M. G. McDonald and 
W. 8B. Marion. General Practice in State and 
Federal Courts. 


SOUTH DAKOTA 


JOHNSON JOHNSON 
ATTORNEYS-AT-LAW 
Attorneys for Dakota State Bank and Security 
Bank. 


Fort Pierre, 

Attorneys for Fort Pierre National Bank. 
Midland, 

Attorneys for Midland State Bank. 


Pierre 


Sioux Falls 


BAILEY VOORHEES 
ATTORNEYS-AT-LAW 


(C. O. Bailey, J. H. Voorhees, T. M. Bailey, C. O 
Bailey, Jr.) Bailey-Glidden Building. Attorneys 
or R. G. Dun & Co., Western Union Telegraph Co., 
Illinois Central Railroad Co., Chicago, Milwaukee 
& St. Paul Railroad Co., American Railway Express 
Co., American Surety Co., United States Fidelity & 
Guaranty Co., Maryland Casualty Co., Hartford 
Accident & Indemnity Co. 


UTAH 
DAVID JENSON 


ATTORNEY-AT-LAW 
Suite 313, Col. Hudson Bldg. 


Attorney for Security State Bank, Geden, Utah 


WEST VIRGINIA 


Ogden City 


Williamson 
GOODYKOONTZ, SCHERR SLAVEN 
Corporation, Real Estate and Commercial Law. 


